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STATEMENT OF SECRETARY OF DEFENSE ROEERT S. McNAMARA
EEFORE A JOINT SESSION OF
THE SENATE ARMED SERVICES COM'ITIEE AND
THE SENATE SUBCOMMITTEE ON DEPARTMENT OF DEFENSE APPROPRIATIONS
OK THE FISCAL YEAR 1965-69 DEFENSE PROGRAM AND 1965 DEFENSE BUDGET

Mr. Chairmsn, Members of the Committee:

This is the third Defense program and budget it bas been my privilege
to present to this Committee. Again, my prepared statement is arranged
in the same manner in which the Defense program is developed, namely, in
terms of the principal missions of the Defense establishment, rather than
by organizational component or by budget category. Attached to each copy
is 8 set of related tables which you may wish to follow as we proceed
throagh the statement.

Upon completion of my statement, General Taylor, the Chairmen of
the Joint Chiefs of Staff, is prepared to present the customary military
posture briefing togetber with his analysis of the military situation in
certain critical areas of the world and to discuss certain recent changes
in our commend arrangements.

By and large, we have projected our forces and programs through fis-
cal year 1969, five years beyond the current fiscel year. As I pointed
out last year, the further into the future we project these programs the
more provisionsl they should be considered. Changes will inevitably have
t0 be made as we move along, and entirely new projects whose need we can~
not now cleerly foresee will have to be added. I bave attempted in this
statement to note the more important changes that have teken place since
I appeared here last year and to explain the reasons why they were mede.

Throughout the statement I will be discussing costs in terms of
"otal obligetionsl authority” (TOA), i.c., the full cost of an annual
inerement of a program regardless of the yeer in which the funds are
suthorized, appropriated, or expended. These coste will éiffer, in many
cases, from the amounts requested for euthorizetion and eppropriation,
especially in the Procurement accounts where certain prior year funds are
aveilable to finance 1965 programs. Moreover, most of my discussion will
desl with the totsl cost of e program, including the directly attributable
costs of military persomnel and operation and maintenance, as well es
procurement, research end development, and military construction.
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I. INTRODUCTION

A. APFROACH TO THE FISCAL YEAR 1965-69 PROGRAM AND THE FISCAL YEAR
1965 BUDGET

Throughout the preparation of the fiscal year 1965-69 program
and the fiscal year 1965 budget, we have been gulded by the same two
general instructions given to me originally by President Kennedy and
re-emphasized so strongly by President Johnson, nemely, to develop the
force structure necessary to meet our military requirements without
regard to arbitrary budget ceilings or pre-determined financial limits,
and to procure and operate this force at the lowest possible cost.

As I have pointed out in previous appearances before this Committee,
in adding to a Defense progranm as large as the one we now have, we soon
encounter the lew of diminishing returns, where each additional increment
of resources used produces a proportionately smaller increment of overall
defense capsbility. While the benefits to be gained from each additional
increment cannot be measured with precision, careful cost/effectiveness
analyses can greatly assist in eliminating those program proposals vhich
clearly contribute little to our military strength in terms of the costs
involved.

This principle is just as applicable to qualitative improvements
in weapons systems as it is to quantitative increases in our forces.
The relevant question is not only "Do we want the very best for our
military force?", but also, "Is the additional capability truly required
and, if so, is this the least costly way of attaining ite"

let me give you one hypothetical example to illustrate the point.
Suppose we have two tactical fighter aircraft which are identical in
every important measure of performance, except one - Aircraft A can fly
ten miles per hour faster than Aircraft B. However, Aircraft A costs
$10,000 more per unit than Aircraft B. Thus, if we need about 1,000
aircraft, the total edditional cost would be $10 million.

If we approach this problem from the viewpoint of a given amount
of resources, the additional combat effectiveness represented by the
greater speed of Aireraft A would have to be weighed against the
additional combat effectiveness which the same $10 million could produce
if applied to other defense purposes = more Aircraft B, more or better
aireraft munitions, or more ships, or even more military family housing.

2 -3
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And if we approach the problem frowm the point of view of a given amount
of combat cepability, we would have to determine whether that given
amount could be achieved at less cost by buying, for example, more of
Aireraft B or more aircraft munitions or better munitions, or perhaps
surface-to-surface missiles. Thus, the fact that Adrcraft A flies ten
miles per hour faster than Aircreft B is not conclusive. We still

have to determine whether the greater speed 1s worth the greater cost.
This kind of determination is the heart of the planning-programing-
budgeting, or resources allocation problem within the Defense Department.

Through the rigorous application of these policies, principles
and techniques and through the Cost Reduction Program which I will
discuss later, we were eble in our program and budget reviews to reduce
our fiscel year 1965 budget request, including Military Assistance,
from sbout %61 billion proposed by the Services and Defense Agencies
to approximetely $50.9 billion, a reduction of gbout $10 billion.

Thus, as shown on Table 1, our fiscal ye&r 1965 NOA request is $2.8
billion less then the $53.7 billion requested in January @ year ago for
the current fiscel year. And expenditures in fiscal year 1965 are
estimated &t $51.2 billion compared with $52.3 billion for the current
year.

B. ASSESSMENT OF THE INTERNATTONAL SITUATION AS TT BEARS ON MILITARY
POLICIES AND PROGRAMS

When I appeared before this Committee two years ago, our attention
was focused particularly on the Berlin crisis, which had been precip-
i1tated by the Soviet Union in the sumer of 1961. Last year when I
appeared here, the Nation and, indeed, the entire world had just
experienced perhaps the gravest crisis in recent history, sgain
precipitated by the Soviet Unicn, this time in Cuba. And, on the other
side of the world, Communist China hed created still another crisis
with its ettack on the northern frontiers of India.

This year, elthough the struggle for ideological, political,
economic, and military edvantage continues in many parts of the world,
we have not been confronted with any nev crisis provoked by the Soviet
Union and no new armed aggression has been undertaken by Communist
China. Indeed, as far as the Soviet Union 1s concerned, the Cuban
crisis of October 1962 seems to have marked the crest of the latest in
the series of crises cycles engendered by that country since the end of
World War II. Ve now appear to be on the downward slope of this latest



cycle and tensions in our relations with the Soviet Union ere easing.
Within the last twelve months, all of the Soviet combet units in
Cuba have been removed, although several thousand training and
technical personnel still remain there; after years of negotlatlon,
sgreement has finally been reached on a limited nuclear test ban; and
just last December Chairman Khrushchev snnounced e four percent cut
in the 3Soviet Defense budget and hinted at reductions in military
personnel. Far less tangible but perhaps just as significant is the
change in the demeanor of Soviet diplomacy.

What do these developments presage for the future? Has there
been a basic change in Soviet policy toward the United States and the
free world, or do these developments simply reflect a chenge in tactics
forced upon the Soviet Union by events beyond its control? The answers
to these questions are of crucial importance not only to our foreign
policy but to our military policles and programs as well.

I do not believe we can reasonably assume that these manifesta-
tions of a change in policy reflect a change in the uwltimate objective
of the Soviet leadership, which is to extend the sway of comuunism
over the rest of the world. Their dispute with the leadership of
Cormunist China is not over the ultimate objective but how it is to be
achieved and whe is to comtrol the world-wide Communist movement.
Expansionism is so deeply engrained in Communist doctrine that it
would be naive for us to expect any Communist leadership to repudiate
it.

Much more likely, these apparent changes in policy were brought
about by forces and pressures beyond the control of the Soviet leader-
ship. %hat zre scme of these forces?

First and foremost smong them, I would list the substantial
build-up in our own military strength during the last three years, both
for general and for limited war. Here are a few specifics:

. A 100 percent increase in the number of nuclear weopons
availeble in the strategic alert forces.

A L5 percent increase in the mumber of combat-ready Axmy
divisions.
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A one-third increase in the mumber of tactical fighter
squadrons.

A 60 percent increase in the number of tactical nuclear
veapons deployed in Western Lurope.

A 75 percent increase in airlift capability.

A 100 percent increase in general ship construction and
conversion.

. A six-fold increase in counterinsurgency forces.

Second, I would list our demonstrated willingness to risk using
these forces in defense of our vital interests. Here are some

exarples:

The call-up of about 150,000 reservists and the deployment
of 40,000 additional men to Burope in the summer of 1961.

The confrontation of Khrushchev on the issue of Soviet
offensive missiles in Cuba in October of 1962.

The dispatch of 16,000 U,S. military personnel to South
Vietnam to assist that country with logistics and tralning
support in combatting the Viet Cong insurrection.

. The prompt response of the United States in sending Army
and Marine Corps units to Thailand in May, 1962, when it appeared
that the Communists might overrun Laos.

Third, I would list our continuing efforts to assist other free
nations in defending their sovereignty and in building a betier future
for their people. Our military and economic aid to such nations,
particularly those on the periphery of the Communist Bloc, has given
them a more desirable alternative to communism and has made them less
vulnersble to Communist penetration and subversion.



Fourth, I would list the economic difficulties being encountered by
both the Soviet Union and Communist Chins, particularly the failure of
their agricultural programs. The recently announced reduction in the
Soviets' defense budget and the slowdown in their foreign aid and space
programs are, no doubt, related directly to the recently annocunced massive
investment in their chemical industry. As I pointed out last year, the
resources and capebilities of the Soviet Union are by po means unlimited.
The stress and strain imposed on the economy by their military and space
programs, their efforts +o raise the standard of llving of the people and
compete with the United States in foreign aid were becoming increasingly
apparent even then. That is why we concluded & year ago, " ... that the
strain of so many competing claims on the Soviet economy will tend to
1imit the size and help determine the character of the Soviet military
program at least over the next few years."”

Finally, I would list our own policy of holding the door wide open
to proposals for lessening world temsions, for reaching egreements on
nuclear tests, and for bringing the ermemerts race to a halt. This policy
has presented the Soviet Union an alternative to the cold war. How far
the Soviet leadership will go in accepting it is still to be seen.

If this analysis is correct, then our future course is clear. We
must comtinue to maintain powerful and reedy military forces. We must
continue to demonstrate our willingness to risk their use where our vital
ipterests are at stake. We must continue to hold out a helping hand to
those nations directly exposed to Communist eggression and to those pations
which are striving to provide a better 1ife for their people. And we must
continue to keep open the door to peace.

As President Kennpedy said at the time the limited test ban treaty
wvas signed in Moscow: "This treaty is not the millenium. It will not
resolve all conflicts, or cause the Communists to forego thelr ambition,
or eliminate the dangers of war. It will not reduce ouwr need for arms, Or
allies, or programs of assistance 1o others.”

Nothing has occurred in the intervening months to change that
assessment. Notwithstanding the econcmic difficulties now being
experienced within the Commnist cemp, as long &s political and economic
instability continues to exist in so many countries around the world, both
the Soviet Union and the Chinese Communists will find many low-cost
opportunities to carry on their assault on freedom and to spread the
doctrine of communism. The fact that they are now competing with one
another in trying to win the allegiance of uncommitted natlions may
actually increase our difficulties since it may well stimulate them to
even greater efforts in penetrating the more vulpersble areas of the world.
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Thus, the struggle against communism is far from over and although
the prospects for peace look somewhat more encouraging than they have for
many years, this is not the time to relesx our efforts and cut back our
petional security programs.

1. Strengths and Weaknesses of the Cammunist Bloc

Opne of the most significant developments of the past year has been
the public airing of the dispute between the rulers of the Soviet Union
apd Communist China. While we have been fully aware for scme time of the
growing cleavage between the two powers, this public discussion has
revealed much about the nature of the dispute and its underlylng causes.
It is pow quite evident that we are witnessing more than & disagreement on
ideclogical matters and on strategy in opposing the free world. What is
involved is a direct clesh of national imterests. The Chinese Communists
have mede clear their determination to possess a modern armement industry
and nuclear weapons, while the Russian Commnists have gquite plainly re-
vealed thet they believe their security interests call for definite limits
on Chinese Communist militery power. Tne bitterness with which the dispute
has been waged has already led to almost total cessation of econcomic
cooperation and has split the world-wide Communist movement. And, while
we do not have amy hard evidence, 1t would not be surprising if both
countries were to take scme actions to strengthen their military forces
along their common frontiers.

Both the Soviet Union and Communist China insist that they favor
peace; both affirm that compunism must and inevitably will triumph through-
out the world. The Soviet Union maintains that the victory of cammunism
need not require "world" war, that a "peaceful” transition to a Commmunist
world is possible. During this transition they assert that the ideclogical
battle must continue while armed insurrections by Communist or pro-Communist
rebels are to be supported on the pretext that they are "ng@ional Li g;gt;on
cot e P T ) Sitenlase They
call generally for a more militent approach to the struggle, a call vhich
eppeals to certain Communist groups who are hungry for power which they have
1ittle or no hope of achieving by legitimate means.

Actuelly, both the Soviet Union and Communist China have shown that
+hey are as eager 8S ever to create difficulties for the free world when-
ever and wherever they can do so safely; but both have shown & realistic
eppreciation of the power opposing them and & desire to keep erises from
going beyond their control.

a. The Soviet Union

The strains upon the Soviet economy which were evident a year 8g0
ere now even more apparent. To the difficulties resulting fram the drain




of scarce, high-grade resources 1nto military and space programs plus the
jntroduction of a shorter workweek has been added the burden of an
unusuelly bed year for agriculiure. The large Soviet purchases of vheat
have revealed the depths of the crisis in agriculture, a condition which
can by no means be blamed entirely upon the adverse weather of the past
season. These purchases are forcing the Soviet Union to dip more deeply
into reserves of gold and hard currency than would normally be prudent.

Recent calculations indicate that the growth in Soviet GNP during
the last two years has been well below three percent per annum. This
compares with a five percent increase in 1961, six percent in 1960 and
eleven percent in 1958. Agriculture was the biggest millstone with a
four to four and one-half percent decrease in output below the previous
year, both in 1962 and 1963. Production of consumer goods grew during the
period but &t a slowing pace. Industrial production, however, hes grown
at an average annual rate of sbout seven percent for the last four years,
which is somewhat lower then earlier yeers but better than that 1in same
of the NATO coumtries. New fixed investment since 1960 hes dropped far
below the 12-16 percent annual growth rates of the 1950's, to a level of
just under five percent, much of which has gone into the heavy industry
sector.

The Soviet leadership has selected expansion of the chemical
industry as the key to the solution of the sgricultural problem and to
the improvement in the general standard of livipng. Premler Khrushchev
is calling for the investment of more than 42 billion rubles (nominally
about $46 billion) over the next seven years in plants and equipment for
the chemical indusiry, with increases in production of chemicals, plastics,
synthetics and fertilizer of from three to seven times current levels.

Tt is of interest to note that the Soviets have had plans for the
rapid expansion of the chemical industry since 1958. The goals now being
set for 1970 are quite compereble to 1970 targets established in 1961.
Mary are, in fact, somewhat reduced. The significant departure from
former progrems appears 10 be the emphasis on foreign credit requirements.
Even though the Soviet planners insist that they can meet their goals from
their own resources, this change in emphasis seems to be an implicit
admission that help will be peeded from the nations of the free world.

The prior claims on Soviet gold and forelgn exchange resources arising
from recent grain purchases camplicate their problem.

The shift in emphasis to agriculture and the chemical industry has
brought to a head the very severe resources allocation problem vhich I
spoke gbout last year. While there is always the chance that the announced
reduction of 600 million rubles in defense expenditures is simply & shift
from one part of the Soviet budget to another, I believe some sort of &
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reduction is being mede in favor of other demends. What this reduction
nay mean in terms of military personnel strength, procurement, ete., 1s
not yet clear. The significant point, however, is that the competing
demands on the Soviet budget are servicg as & restreint on the size of
the military forces.

Apother evidence of economic pressure 1is the sharp reduction in
new militery ald commitments to non-bloc countries in Africe and Asla
during the past two years. Actual deliveries, however, are still at a
fairly high level. The falling-off in cormitments may prove to be
temporary, since the Soviet Union continues to be alert to all possibili-
ties for extending its influence through the export of pilitary equipment.

W e LR e +he European satellites shov
inereasing signs of individuality and autonomy. Moscow no longer
automatically takes its European clients for grented. Their independent
ties with Yugoslavia are beccming closer; and Western Europe's prosperity
exerts an ever stronger appeal. Although coercion by the open use of
force is, as in the past, still a possibility, the Soviet Union obviously
prefers more indirect and subtle forms of influence over these countries.
This preference allows some freedom for maneuver. Ihe goviet effort to
impose integration on their economies through the Council for Economic
tual Assistance has been notably less successful than Western Europe's

freely taken moves along parallel lines.

Notwithstanding their economic difficulties end thelr dispute with
Communist China, the goviets still present a formidable threat to the
United States and the free world. Their large ground and tacticael alr
forces, supported by hundreds of medium and intermediate range ballistic
missiles, pose & serious threat to Western Eurcpe; and their growing force
of ICBM's and missile-launching submarines together with their long-range
air force constitute a airect threat to the United States. (I will discuss
these forces in greater detail leter in my statement.) And, the Soviet
Union still has & great capacity for subverting freedom in many other

waeys - through propagenda, political intrigue, subversion, etc. But thelir
jpternal problems and growing need for credit assistance from the Western
powers may serve @s g brake on Soviet trouble-meking proclivities during
the next few years.
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b. Communist China

The Chinese Communist leaders' doctrinaire approach, the curtail-
ment of Soviet aid, and & succession of mgricultural disasters brought
the sheky Chinese economy close to collapse in 1961-62. After months of
groping, the regime has epparently made & smell beginning towards a
recovery of sorts. Continuing messive grein imports prevent outright
starvation but use up most of Chine's hard currency earnings. EDarlier
grandiose industrial plans have been sel aside. The basic goal nov 1s
to achieve and meintain agricultural self-sufficiency. Years are likely
to pass before Chinese industry - largely obsolete and st1ll half-idle -
can recover from the setbacks it has suffered.

Shortages notwithstending, the Chinese Communists still persistently
divert important and scarce resources to & nuclesr program that will not
produce what I would consider meaningful results in weaponry during this
Jecade. On a selective basis they also invest in politically motivated
foreign aid programs, often in competition with the Soviets as well as
with the free world.

The Chinese Communist armed forces continue to be well-trained end
led, but outfitted by the standards of a decade or two ago. Much of thelr
best equipment and weapons is Russian-made, spare parts and replacements
are not forthcoming, and inventories accordingly are aging and diminishing.
Their air force feels the pinch most. Little if any modernizetion has
been accomplished in the past two years, and the aircraft inventory has
shrunk by some 15 percent.

Moreover, as & result of the Sino-Soviet split, the Chinese must
certainly feel considerasbly less confident of Soviet support in the event
of a military clash with some other major power. Already in the economic
field, the Chinese &re attempting to reorient their trade away from the
Soviet Bloc to Japan and Western Europe.

Thus, it appe&ars doubtful that the Chines within the
next yeer, underteke any mejor campaign - IS )

e Commnists will,

. : Y They mey also engage in hostile actions
or sballow penetrations along the frontiers and they will certainly con-
tinue to support subversion and insurrection in Southeast Asia and attempt
to gain control of revolutionary movements elsewhere in the world.
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2. Southeast Asia

No region is more vulnersble and exposed to Communist subversion
than Southeast Asia. Living in the shadow of the Commmunist giant to the
porth, the far smaller natlons in this region are torn between thelr desire
to be free and independent and rneir Tear of bein; overrun by the Chinese
hordes. It is quite understandable therefore that a policy of neutrallsm
should look very attractive to some of them. Yet most of the governments
in that area realize the danger of placing themselves &t the mercy of
Communist China and have sought to retein some ties with the Western
povers, particularly the United States.

The principal objective of U.S. policy in Southeast Asis is simply
to maintain the integrity and independence of the non-Communist nations in
that area. We do not require that they be allied with us, but we do
attempt to convince them that any tendency to be neutral on the side of
Communist China will inevitably leed to Communist control. Accordingly,
we have tried in every possible way to support the independence of the
non-Communist nations in Southeast Asia wherever our help is wanted, and
we have respected the positions of those nations which prefer to seek
their security in neutrality. Thus we have & small militery program in
Burma in addition to a cormitment to build & road in that country. However,
we have terminated both our military and economic aid programs for Cambodia.

In the case of South Vietnam, our help 15 clearly wamted and we are
deeply engaged in supporting the Vietnamese govermment and people in thelr
war against the Communist Viet Cong. In addition %o large-scale economic
and military assistance, we are alsc maintaining a very substantial train-
ing and logistics mission in thet country. Including the Military
Assistence Advisory Group, there are now about 15,500 U.S. military
personnel in Vietnam providing training, airlift, comsunications and
advice to the Vietnamese forces and administering the Military Assistance
Program.

But the situation there continues grave. Last September we had
hoped we could bring sufficient pressure to bear on the Diem govermment
to persuade it to abandon its oppressive measures against the Vietnamese
people and get on with the task of winning the war against the Viet Cong.
Although the military situation in the Delta region was still very bad,
good progress had been made in the northern areas and especially noteworthy
work had been done in the key coastal provinces where Viet Cong strength
had once threatened to cut the country in half. 1In the central area and
the highlands, progress had been steady, though slower. The situation was
still difficult in the provinces to the west and north of Salgon itself.
Throughout the northern two-thirds of the country, the strategic hamlet
progrem had developed very well and freedom of movement in the rural areas




had grown steadily. We concluded then that top priority should be given
to the Delta region vhich contains epproximately 40 percent of the
population. This region has traditionally resisted central authority.
1t is the center of Viet Cong strength, and the swaupy nature of the
terrain makes it the most aifficult aree to pacify.

The first step in that direction had already been taken by September
vhen a third division was moved to the Delta. But ve felt that additional
measures were needed, particularly: the consolidation, rather than the
further spread, of strategic hamlets; the elimination of many fixed out-
posts; better hamlet defenses; and more trained hamlet militia. Ve also
relt that the regular Republic of Vietpam Army units should be reserved
for use in mobile actions and for "olear and hold" operations in support of
the strategic hamlet progrem.

With these further measwures in view, we felt that & start could be
made in reducing the number of U.S. military personnel in Vietnam as their
traininz missions were campleted. Accordingly, we announced that about
1,000 men were to be withdram by the end of 1963, and expressed the hope
that the major part of the U.S. military task could be completed by the
end of 1965, although we recognized that there might be a continuing re-
quirement for a 1imited number of U.S. advisory personnel.

In this connection, we must recognize that the U.S. advisory effort
cannot assure ultimate success. This is a Vietnamese war, and in the final
analysis it must be fought and won by the Vietnamese. To leave our
advisers there beyond the time they are truly needed would delay the
development of Vietnam's initiative. Therefore, it has been our policy
to transfer U.S. responsibilities to the Vietnamese wherever this can be
done without impairing the total war effort.

Unfortunately, the Diem government did not choose to follow the
advice we offered. In November that government was overthrown and replaced
by & new government made up of military officers and civilians. The Viet
- Cong was guick to take agvantage of the growing opposition to the Diem
government and the period of uncertainty following i+s5 overthrow. Viet
Cong activities vere glready increasing in September and continued to in-
crease at an accelerated rate in October and November, particularly in the
Delta area. And I must report that they have made considerable progress
since the coup.

The new government, however, has considerably more popular support
than its predecessor and the Military Revolutionary Committee is beginning
to take action to intensify military operations and to improve civil
administration. The strategic hamlet progran which had been overextended
in the Delts aree 1s now being built more solidly. And the new government
is now applying "clear and hold" tactics in that area.
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We hope thet, with our full support, the nevw goverrment can take
hold and eventually suppress the Viet Cong insurrection. The dry season
will give us & firmer basis for this juigment. However, the survival of
an independent government in South Vietnam is so importent to the
security of all of Southeast Asia end to the free world that I can concelve
of no alternative other than to take all necessary measures within our
capability to prevent a Commmist victory. We must prove that Commnist
aggression cannot succeed through subversion, but will fail as surely as it
has failed in direct confrontation.

The situation in Laos has a direct bearing on our problems in Vietnam
and is elso crucial to the security interests of the free world in the rest
of Asia. 1In terms of Western interests, the position of Laos, as it has
developed over the past year, can only be characterized as extremely
precarious. Although the Communist-supported Pathet Lao have not yet
launched a major military attack against the pon-Communist factions, they
are taking every opportunity to saboctage the coalition government headed
by neutralist Prince Souvanna Phoumz. The Communists continue to control
the key border areas ad jacent to Vietnan plus the provinces in the north
bordering on Chine and continue to jockey for tactically advantageous
positions in the important Plaine des Jarres.

On the favorable side, although we did withdraw our militery advisors
under the terms of the Geneva Agreement of 1962, we have succeeded in
re-equipping some of the non-Communist forces with conventional arms
allowing them to discard obsolete and unsupportable Communist-Bloc equip-
ment. Moreover, these forces are nov better trained and in a better state
of morale than they were a year &go0. I believe it is of utmost importance
that we continue our limited assistance to this country end be prepared to
+ake all possible measures to thwart & complete Communist tekeover of this
keystone nation in Southeast Asisa.

---------

The new Thal govermment which toock over at the recent death of Prime
Minister Sarit has yet to prove jtself. We are engaged in a major effort
to assist Thailand in improving its capability to meet the threat of
Coarmunist infiltration and subversion and in strengthening its internal
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military communications and logistic facilities. Although these efforts
are progressing satisfactorily, we do not expect them to epable Thailand
to stand elone against en attack by Communist China. But they should
provide Thailand with sufficient strength to cope with Communist-inspired
insurgency as long as the surrounding countries remain independent. The
north and northeast portions of the country are those most vulnerable to
infiltration and insurrection, and there we are assisting the government
by road building, installation of communications end the improvement of
medical and sanitation facilities. These preventive measures &It produc-

ing good results.

For the United States, Indonesia is & dilemms; it is of great
strate portance from & geog aphic and resources point of view, but
o o - D Indoresia, now
ost populous nation, is controlled by persons whose
1y netionalistic BNEESE = P T :

the world's Tifth m
motivetions ere not only extreme
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China. Accordingly, Sukarno will probably continue to seek a neutralist
course but his task will be most diffic specinlly so because of the

economic problems

3. Far Fast

Mwo the north in the Pacific, Communist China 1s elso the principal
threat, it being quite unlikely that the Soviet Union would initiate
hostilities in the Pacific, separate from a war in Europe. The situation
in this area has been fairly stable during the past year. However, the
Chinese Communists continue thelr “Hate America” campaign at home and
gbroad, and we know from experience that they cen gquickly shift their
pressure from India or Southeast Asia to the Northeast, end we must
continue to help the countries in that area.

Our principal commitment is still in Kores where we maintain two

of our own divisions and help to support 18 Korean Army and Marine
divisions. Korea 1s one of the largest recipients of U.S. military
assistance and also receives substantial amounts of economic aid. We
believe that in the coming fiscal year it mey be possible to make some
reduction in the size of both the U.S. and the Korean forces and to reduce

our aid programs to that country.

We also have speclific responsibilities to assist our other friends
end allies in the Far East - the Philippines, the Republic of China, and
Japan. The relative strength of these countries continues to improve.
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Japan, particularly, is now ready economically to support her own forces
and 1s capable of expanding her forces to contribute to the security of

the entire arem. The economic strength of the Republic of China 1s grow-
ing rapidly and scme reduction in our aid programs to that country should
be possible in the coming fiscel year. Although scmevhat less dramatically,
the Philippine economy is also improving steadily. By and large, our
contribution to the Joint defense of these countries, in the event of
attack, would be in the form of paval and air power which lie within the
capabilities of ocur present and planned forces.

L. South Asia

To the west, in South Asia, the threat has changed in focus and
intensity since I appeared before this Committee a year ago. Although
there is continued danger that the Chinese compunists, who are indeed
increasing their logistics base, might repesat their performance of 1962
and attack India, we do not antlecipate a new outbreak of fighting in the
jrmediate future. We should, however, anticipate increased Chlnese
Comnunist politicel activity throughout the Subcontinent. Indeed,
examples of this are already in evidence as the Chinese increase the tempo
of their political relations with &1l countries neighboring India, particu-
larly Pekistan, where they are trying to drive a wedge between that
country and the United States. It is also quite possible that the Chinese
will attempt to exploit anti-national feelings among India's dissident
northern tribesmen.

While the fighting has stopped, the Indian military forces remain
and in need of cénsiderable help in almost all

areas, notwithstanding the aid we and the British Commomwealth nations have
already furnished them. As you know, we have glven India $60 million in
military assistance, as part of a $120 million U.S.-Commonwealth emergency
g2id program agreed to at Nassau in December 1962 and we are providing an
edditional $50 million in military assistance from fiscal year 1964 funds.
We see a very real need for India to improve the quality of its defenses
against the Chinese Communist threat, and we belleve it 1s in our own
netion's interest to assist them. We hope the United Kingdom and other
Conmonwealth countries will continue to do likewise.

Over the next few years, we plen to help convert more of India's
infantry divisions to mountain divisions, improve the air defense radar
and communications network, continue support of the air transport capa-
bility, and, if requested, provide both army and air force training. We
are also considering modest defense production assistance, although ve
have not completed our studies in this field es yet.

Our military assistance to India has deeply troubled Pakistan, as
you are well aware. Nevertheless, it is important to the emtire free
world, including Pakistaen, that India should be sble to defend itself




against Chinese Communist sggression. As I indicated to you lest year,
the U.S. has taken great pains to assure the Government of Paklistan that
our aid to India will not be at the expense of Pakistan's security, to
which we are committed under our mutuel defense agreements. General
Teylor, during his recent visit, agein endeavored to reassure Pakistan
ofiqu;.cpntinquu?nterest in, and support of, 1ts national inotegrity. -
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The Chinese Communists also pose & grave threat to Nepal and could
easily overrun that country with their forces now in Tibet. More
probably, in our opinicn, the Chipese Communists' aim is to infiltrate
and subvert Nepal. They have provided the Nepalese both econcmic and
military assistance, although the letter has been confined to a few radio
sets and cloth for uniforms. The Nepalese have reportedly rejected other
military essistance, including arms end ammunition.
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i B R TR Y < recognize, however, the desirability
of Nepal having an internal security cepability, which we estimate can be
achieved with thelr exlsting 11,000~pan &army, provided it recelves at least
a small amount of external assistance. Ve are studying the possibilities

now.
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In Afghanistan, the situation has changed slightly for the better.
Afghenistan's new government is attempting to formulate and implement a
mmber of basic reforms, and to reduce its reliance on the Soviet Bloc.

In this attempt, it has turned to the U.S. with requests for both military
and economic assistance to promote this more independent line. Although
we do not have sufficient funds to accommodate these regquests, we have
continued, on the military side, & smell training program.

5. Near East

The Near East is another area of great political instability and
uneven economic development. While same of the nations in this region -
Greece, Turkey, and Iren - border on the Soviet Bloc and are thus directly
exposed to Communist military power, the more immediate danger to the peace
and stability of the area is imternal, and stems fram: the deep-seated
animosities existing between the Areb countries and Israel; the power
struggles and rivalries among the Areb countries themselves; and the existence
of powerful minority groups within most of these countries, such as the
Kurds in Iraq, as well as inequalities which require social and ecopomic

reforms.

Thus, we are actually confronted in that area with two sets of
problems: (1) to provide a sense of security to the three pations directly




exposed to Soviet pover; end {2) to help create an environment in which
each of the nations in the area canh maintain inmternal stability and
develop its economy and society in its own way without fear of attack

from its neighbors or infiltration apd subversion by the Communist Bloc.

To meet the first set of problems, we long ago made certeln military
commitments to Greece, Turkey, and Iran, and have for many years provided
them with military and economic assistance. Since Greece and Turkey are
members of NATO and will be dealt with in that context, I shall not discuss
them any further in this section.

With respect to Iran, our objective has been to help build up their
military forces to the poimt wvhere they could emsure interpal security and
provide &t least an initial defense against a Soviet attack across borders.
Although the Iranian military forces, with our aid, have improved signifi-
cantly during the last decade, they are still not and never can be a match
for even those 3oviet forces presently deployed along the Iranian borders,
even though the terrain favors the defense. Thus Iran could not be
expected to stand alone for very long agoinst a major attack fram its
northern neighbor and would require immediate assistance from the United
States; and in this event, the defense of Iran could not be separated from
the larger problem of the collective defense of the free world.

Despite the strategic vulnerability of Iran, it seems quite unlikely
that the Soviet Union would, in view of our mutual cooperation agreement
with Iran, deliberately undertake a major aggression egainst that country
in the near future. In fact, 1f Chairman Khrushchev's pronouncement of &
few years ago regarding Iran can be taken at face value, the Soviet Union
does not believe that military aggression 1s nmecessary to bring Iran into
the Soviet orbit. Given the economic and social conditions prevailing in
Iran a few years ago, Chalrman Khrushchev caid that Iran would in time "fall
11ke a ripe fruit" into the Soviet lap. Recent vigorous Soviet efforts to
improve relations with Iren and Communist efforts to teke credit for the
Shah's reforms indicate that Chairman Khrushchev may not be so sure todsy.

Regardless of the validity of that statement, it is certeinly clear
that the more likely contingency is a covert or embiguous sggression,
ucsing dissident elements in Iran or neighboring nations to pave the way
for ultimate Communist tekeover. In Iran, as elsewhere in the world, the
best defense against the spread of communism is a steady improvement in
economic and sociasl conditions, vhich is the primery aim of our econcmic
aid efforts. These efforts are meeting with considerable success in Iran.
The modernization of Iranian society under the leadership of the Shab is
jn full swing and the economic and social reforms generated by the Shah
are making Irsn an example for other underdeveloped nations.

In the rest of the Near East, our Military Assistance Program is
essentially confined to training, with the exception of Jordan where we
have & small materiel progrem. Although we do not share with the other




0 Neer East countries membership in any formal reglonal military organiza-~
tion, our interest in supporting stability and peace in the area has
been well established and, we believe, is clearly understood by the
countries involved. But the meintenance of stability and peace there is
extremely difficult.

In Yemen, small-scale tribel warfare egainst the YAR and UAR forces
continues. With a United Nations mission established, Saudi Arebia has
suspended support for the royelists and efforts continue to broaden the
base of the Yemen regime and expedite withdrawal of UAR combat forces.
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Iraq end Syria are still rent by struggles for power. The only
ostensible cbjective which all of these Arab nations eppear to share in
common is the destruction of Israel. And here violence mey flare over
Israel's plan to divert the waters of the Jordan River.

The U.S. objective has long been to keep the Arab-Israeli feud from
escelating to overt hostilities. Realization of this objective has been
made more difficult by the injection of substential Soviet Bloc ald - both
economic and military - into the regionm, and particulerly into the UAR,
Syria, Iraqg, and Yemen. For this reeson, the U.S. has, on a very selective

‘) basis, provided scme essistance in the form of sales of military materiel
to Israel and the smaller Areb states, including Saudi Arabie and Jordan.
And it 1s in this context that the U.S. sold HAWK anti-aircraft missiles
to Israel to help provide an effective defense ageinst modern fighters and
bomber aircraft

In addition to our grant aid meteriel and training programs, and
selective arms sales, we have taken other steps to underscore our interest
in arresting any deterioration ip the security of that area. Our military
forces have engaged in military exercises with those of such friendly
countries as Iran and Saudi Arabia in order to demonstrate our capability
end determinpation to lend support when and if required. We have also made
our military presence visible through judicious and periodic deploymemts
of elements of our own forces.




6. Africa

Africa is a continent in trensition and flux where the Commnists
haeve and may be expected to continue to exploit fully all opportunities
for the extension of their influence. Africa is elso of considerable
icance to our own broad netional security interests. . o= i
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Within the framework of an Africe of emerging or newly independent
states struggling to achieve economic and political viability, the reallty

of and potential for Communist penetration are self-evident.
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Lk o ey Accordingly, we are extending our
support, in conjunction with other friendly powers, to the important
"nation-building” tasks that are peculiar to virtually all of the emerging

African societies. Our support, in terms of econcmic, technical and modest
military assistance is designed to contribute to the development of viable

societies, including the capability to maintain internal security.
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programs elsewhere in Aféica are very small and all ourApr
are geared to internal security.

ograms in

of the dangers inherent in the buildup of unnecessary
militery forces in Africa and the burden they would plece on the still
inadequate economies of the nations involved. But our military assistance
program does provide the means for increasing the western orientation of

We are well aware




some of the area's military forces and, to a small extent, contributes
to the economic and social development of countries concerned through
support of civic action type projects.

The most significant progrem in Africa, South of the Sahera, is
for the Republic of the Congo {leopoldville). Since 1960 we, together with
other nations, have been supporting the UN effort to promote stability in
this centrally located and potentially rich, but strife-torn, country.
During the past year we have provided limited emounts of materiel end
technical training to the Congolese Army in an effort to improve its
ability to maintain internal security and morale. The re-establishment
of law and order in that chaotic country is the essential prerequisite to
wltimate political end economic stability.

Again, I wish to emphasize that the U.5 1is carrying a small part of
the total free world burden in assisting the Africans to develop their
societies. Other nations, perticularly the U.X. and France (and Belgium,
in the case of the Congo), with inmterests and responsibilities in that
part of the world, are supporting much larger programs of ald to their
former dependencies. Our programs, by and large, are designed to supplement
their efforts.

7. Latin America

Latin America is another area where, much closer to home, the
Communists are trying to exploit their foothold by taking advamtage of
political and ecomcmic instability. While Cuba now presents & diminished
direct threat to the U.S., the continued existence of a Communist regime
there poses an increasing threat to memy Latin American nations, simce 1t
serves as a base for Castro-promoted Communist-led subversive activities.
These activities include the , g, in Cuba, of
Latin Americans ¥§ ' : _— I Ve
the provision of guldance, monetary aid, and open propaganda in support
of revolutionary groups in other Latin American countries. Indeed, there
is now solid evidence that weapons also are being sent froam Cube to
dissident groups in other latin American countries. The recent discovery
of B cache of Cuban supplied arms in Venezuela, which is now being
investigated by a committee of the Organization of American States, is &
case in poinmt. '

Several actions have been taken to isolate this threat. In March,
1963, President Kennedy met with seven Presidents of Central American
Republics, in San Jose, Costa Rica. The Presidents, in their joint
declaration, agreed to arrange for Ministerial meetings to develop and
put into immediate effect common measures to restrict the movements of
their netionals to and from Cuba and to limit the flow of materiel,
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propaganda, and funds from that country. The first meeting at Managua,
Nicaragua in April, 1963, set forth in further detail the recommendationsof
the Ministers to their respective govermments. Follow-up conferences are
scheduled to review the threat and to dlscuss additicnal measures which
participating govermments can take to improve their security. While much
remains to be done, a start has been made to isolate the subversive threat
fram Cuba. '

In Cuba itself, the Castro government 1s struggling with a grave
economic crisis, but its grip on the people through the use of police-state
methods is still unbroken. We are continuing our efforts to isolate Cuba
from the free world, thus increasing the Soviets' burden of supporting the
Cuban economy.

The present political and economic twmoil in many nations of Latin
America may be expected to erupt perilodically in acts of violence, ranging
from fleg burnings to mass demonstrations, terrorism, kidnapping, and
perhaps even guerrilla warfare. These disorders, especlally where they
are aided and sbetted by Communist leadership and supplies, pose & threat
to the internal security of the nations involved and must be countered by
force if necessary, and by collective action where sppropriate. In coping
with these problems, the internal security forces require prompt knowledge
of where disorders are developing, the ability to get to the scene rapidly,
and the skill to restore order. The largest part of our military assistance
program for Latin America is therefore specifically tailored to help
provide communication and transportation egquipment and imternal securit

Rl
£

The successful completion of the Presidential election in Venezuela
last December in the face of Communist-inspired violence which failed in
its efforts to intimidate the emtire populace and disrupt the electoral
processes is an example of a nation and situation where the will to defend
democratic govermment is strong. While terrorism will probebly continue,
the military, in backing President-elect leoni, will remain the key to
survival of constitutional govermment.
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In Argentina, the political-military situation appears scmewhat
brighter, at least for the short term. Although there is no serlous
threat to the internal stability of Argentina at this time, extremists
and ultranationalists and Peronistas may be expected to create disturbances
if the security forces show weskness.

In the field of civie action, the programs supported by the U.S.
have contributed notebly to the construction of several hundred miles of
rural roesds, to raillroad construction, to school construction and literacy
programs, to health and sanitation, end to transportation service to
remote areas. U.S. support has encouraged the expansion of civic action
in the few countries which already had programs and has led the armed
forces in other countries to initiate programs of their own. These have
helped to give indigenous military forces a sense of mission and partici-
pation in evolutionary social and economic reforms, a greater interest in
the welfare of their countries, and of particular importance in many
countries, & better relationship with the civil population. Finelly, the
militery assistance program has reinforced, and has been reinforced by,
U.S. efforts under the Alliance for Progress.

We desire to use the collective arrangements permitted through the
Organization of American States to deal with threats to the hemisphere.
In furtherance of this cbjective, we have continued to support combined
training activities of the srmed forces of the U.S. and Latin American
nations, including: Operation UNITAS, a naval exercise; Operation
Fraternidad in Honduras; and, most recently, Operation Americe conducted
in Colombia last December. Annual field training exercises and naval
exercises involving the ermed forces of as many as six South American

nations simultaneocusly are planned.

But, as I noted last year, military progrems elone will not solve
the problems of political instability which arise from the continued
economic difficulties in much of Latin America. The Alliance for Progress
which was launched by President Kennedy two years &ago has met with some
success in scme of the smaller Latin American countries, but the results
elsewhere have so far not met our expectations. The level of self-help
is still not sufficiently high and the conditions necessary to encourage
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private investment, both damestic and forelgn, have not been established.
As one careful student of this problem recently pointed out, economic
growth is primarily a national enterprise. The amount of resources made
avallable from outside the country can provide the critical margin of help,
but that margin of help will be effective only to the extent that those
receiving the aid are wholeheartedly committed to the goal of economic
development and can effectively mobilize the human and material resources
to do the job. The Alliance for Progress cannot succeed as & U.S. Govern-
ment enterprise. The Alliance must be & cocperatlive venture within the
hemisphere, in which ald from the U.S5., as well as from other free world
countries, is merged in an orderly wey with the potentially great resowrces
of the Latin American nations themselves.

As a nation, we are necessarily concerned in some degree with the
security and welfare of free nations all over the world. Certainly, we
must be even more deeply concerned with the security and welfare of the
peoples of our own hemisphere. The Alliance for Progress, notwithstanding
the difficulties involved, deserves a high place in our pational priorities
and the American people should be willing to carry the financisl burden
of strengthening the foundations of the collective security of the Western
Bemisphere.

8. NATO

Agein, I have deliberately deferred to the last the discussion of
Europe and the NATO area. The crucial importance of Western Europe to the
collective security of the free world cannot be stressed too often. The
six Common Market nations and the United Kingdom, alone, have a total
population, a total millitary manpower pocl, and a totel gross national
product well in excess of that of the Soviet Union. The strength of
Western Europe is growing steadily year by year. Indeed, except for the
United States, European NATO represents the greatest source of economlc,
political, military and jdeclogical strength opposing the Communist cemp,
and it constitutes the bastion of free world power closest to the center
of Soviet military strength. The loss or neutralization of any part of this
area would be a disastrous blow to our own security.

Therefore, if for no other reason than our own self-interest, we
must maintain within the NATO Allience the closest kind of cooperation at
a1l levels and in all spheres, and we must seek to focus and harmonize our
efforts no matter how great the difficulty. The basic principle of the
Ailliance - that each nation regards an attack upon amy member as an attack
upon itself - rests on far firmer foundations than sentiment or altruism.
Against the whole range of threats which might be posed by the Soviet Bloc,
neither the U.S. nor any other member of NATO, nor amy regional group
vithin the Allience, can provide adequately for its security in isolation.
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It is not swrprising therefore that our new President has again
unambiguously reaffirmed the commitment of the United States to the
principles of the North Atlantic Alliance and to the defense of its
member nations.

However, much has happened since NATO wes first conceived more than
a decade ago. Then, its purpose was to provide time and assistance to
our Buropean partners to rebuild their economies and their military cepa-
bilities against the imminent threat of a Comprunist takeover. Although
we are fer from satisfied with what has been accomplished in the military
sphere, the original objectives have been substantially echieved. In the
economic sphere, Western Eurocpe is more than a match for the Soviet Bloc
and, even with respect to relative military capsbilities, NATO forces
(including our owvn) now deployed in Western Eurcpe &re more evenly matched
with the Soviet Bloc than has commonly been supposed. Indeed, with but
relatively small increases in the current level of effort on the part of
our European partners, and, especlally with greater efficiency in the use
of the financial and manpower resources now being made available, the NATO
forces in Western Europe could adequately deal with a wide range of
possible Soviet aggressions, both with or without the use of nuclear
weapons. 1 will take up this facet of the problem in greater detail when
T discuss the General Purpose Forces in Section IV of this statement.

But these same developments which have so favorebly altered the
position of Western Europe vis-a-vis the Soviet Bloc, together with the
tremendous advances made in military technology, have also given rise to
a need for a reassessment, not of the basic obJectives of the Allience,
but of the ways and means by which these objectives are to be achieved
over the next decade.

We have presemted our views on this matter to our NATO partners
and have offered a number of alternatives, particularly in the puclear
area. As you know, we have significantly increased both the nuclear and
non-nuclear capsbilities of our armed forces. We have liberslized the
dissemination of nuclear information to our Allies and have increased their
participation in nuclear planning. We have supported the concept of a
sea-based multilateral missile force for NATO, which was first advanced
by Secretary of State Herter in 1960. We have assigned POLARIS submarines
+o the Supreme Allied Commender, Europe (SACEUR), and we have egreed to
assist the United Kingdom in developing a POLARIS force of 1ts own. And,
we are participating with our NATO Allies in studies of medium range
ballistic missiles for use by the Alliance.

We have encouraged the North Atlantic Council to undertake & com-
prehensive and systematic study which would relate strategy to force
requirements and force requirements to resources, SO that realistic force
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goals can be developed which all of the members of the Alliance would

c¢cnsider attainable with the resources they are willing to commit to é/,’
¥

the common effort. And we have made it clear to our NATO partners that
we are prepared to discuss changes in the present arrangements for the
direction of the Alliance.

At the Paris Ministerial Meeting last December, Secretary Rusk and
I reeffirmed the United States' commitments to NATO, including President
Kennedy's affirmation that the U.S. will keep its divisions in Germany
as long as they are needed. We emphasized the importence we ettach to

the achievement of a better balance and greater readiness from the resources

already being devoted to the defense of the NATO area. We cautioned our
colleagues that the American people will become increasingly restless with
& situation in which the U.S. mainteins qualitative standerds - manning
levels, combat stocks, and force readiness - generally higher than those of
the other NATO member nations. And we urged on them the importance of our
being able to place before the American people a clear-cut assurance that

our NATO partners are cooperating with us in meeting our balance of payments

problem and that they are carrying their fair share of the load - in short,
that the Alliance is truly a successful mutual endeavor.

Our Eurcpean NATC partners have, in fact, made significant increases
in their defense efforts. Collectively, their defense expenditures have
risen by almost 22 percent between 1961 and 1963: The Federal Republic of
Germarry has increased its defense expenditures by 5O percent, Italy by 29
percent, the United Kingdom by 14k percent, and France by 8 percent. The
smaller NATQO netions have made incresses ranging from 10 percent in the
case of Greece to 33 percent in the case of Denmark.

Some of our HATO Allies have also comtributed jmportantly to the
solution of our balance of payments problem, notably Germany, which has
egreed to continue to offset our dollar expenditures there by purchases
of goods and services from the U.S., and Italy, which has promised to
purchase in fiscal years 1963 and 1964 a total of over $200 million. Our
NATO Allies have also made & small start in providing financial assistance
to Greece and Turkey, and Secretary Rusk, at the NATO Ministerial Meeting
last December, strongly urged them to expand that effort.

The present situation on the scouthern flank of NATC poses a number
of special difficulties. Turkey faces a very serious economic problem of
in 1964 and Greece is also hard pressed. Both will continue to need
financial essistance from other members of NATO. During fiscal year 1963
the United States provided a total of $85 million in granmt military eid
to Greece and $166 million to Turkey.

It is particularly important that the milit strength of these two

countries be maintained.
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To complicate the situation further, relations between Greece and
Turkey have again been strained by the outbreak of civil violence in
Cyprus. Although prompt action by the United Kingdom has helped to comtain
this latest outbreak, the situation remains serious. The basic problem
of how to distribute political power equitably between the Greek majority
and the Turkish minority in Cyprus, which precipitated the recent flare-up
in the first place, has still to be resolved. We hope that the problem
can be resolved through negotiations.

The Cyprus problem demonstrates enew the political as well as the
militery value of NATO to the security of the free world. Greece and
Turkey consulted with their Allies in the political forum NATO offered
rather than allow their national conceras to flare into open warfare.

Internal disagreement among the Allies should not obscure the fact
that NATO, now in its 1ith year of existence, has indeed achieved its
primary objective, i.e., the military security of the nember nations.
Deficiencies exist, but as has been noted, they can be overcome by
rather minor increases in the present level of resocurces belng devoted
to defense, or possibly by the more efficient utilization of those
resources. Differences in concepts and strategies can, with patience and
perseverance, be worked out within the councils of the Alliance, since
we are all agreed on our basic objectives. The success that NATO has
alreedy achieved in preserving the peace in Furope and the importance of
the security of Western Europe to our own security leaves us no choice
but to make every effort to meintain and eplarge the strength and unity
of the Western Alliance.

* X XXX

In summary, we see & strong Soviet Union and & far weaker Communist
China, both beset with econcmic difficulties, seriously divided and com-
peting for leadership of the international Communist movement. Both
continue to support large military forces, though Communist Chipa's
aspirations for great-pover status have received severe getbacks. The
overall power balance is such that the Communist nations can be expected
to avoid situations in which they would risk war with the United States.

We must expect, however, that they will use their military power to support
their political objectives in a variety of places and t0 encourage and
support subversion snd rebellion against non-Communist govermments.
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C. THE DEFENSE PROGRAM AND THE ECONOMY

As I pointed out last year, & program &s large as Defense, command-
ing nearly ten percent of our totel national output, is bound to have an
important impact on the economy - internationally, nationally, and
locally. And, indeed, at the local level this impact is usually intensified
by the uneven geogrephic distribution of defense-related industry and
our own military activities, by the disproportionately large claims made
by the defense program on some occupational categories and on certain sectors
of industry, and by the rapidly changing composition of the defense pro-
gram as technological innovatlons create the need for new weapons and
facilities and make obsolete the old.

1. Impact on the National Economy

The Department of Defense is vitally concerned with the economlic
impact of the Defense program hoth on the nation as a whole and on the
individuals, communities, companies and industries involved. We recognize
our obligation to do everything ve properly cen to minimize the disruptive
effects of changes in that program and 1O assist, lnsofar as we &re able
and the law permits, those who are adversely affected by these changes. It
is most important, however, that there be the widest possible awareness of
the very real limitations on what we believe is the proper role of the
Department of Defense in this area. The Defense Department cannot and
should not assume responsibility for creating a level of demand adequate to
keep the economy healthy and growing. Nor should it, in developing its
programs, depart from the strictest standards of military need and
operating efficiency ib order to aild an economically distressed compay
or community. The Congress has regularly underscored this limitation by
explicitly forbidding in owr ennuel eppropriation act "the payment of a
price differential on contracts .... for the purpose of relieving economic
dislocations".

In this regerd I can only reiterate what I have assured congressional
committees on many previous occasloms. Defense Department policy, as in
the past, is to buy what we need, when we need it, at the lowest cost to
the Government, quality and delivery schedules considered.

Recognizing these limitations on our actions, there are, neverthe-
less, a number of things that the Defense Department can usefully and
properly do in this area:

a. We can give certein limited preferences to chronically depressed
and surplus labor market areas end take certain steps to ensure an
equitable participation by small business firms. Along with other agencies
of the Government, we have active and vigorous programs in both of these
fields.
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b. We can try to forecast and to give edvance varning to commnities
and industries liable to be affected by major changes in the defense pro-
gran and, drawing on our own experience in similar situations, offer such
advice and assistance as we can in facilitating the necessary read just-
ments. To this end, I established two years 880 an Office of Econamic
Ad justment to serve as & focal point for mobilizing the capabilities of
both our own Department and other Government Agencies in giving such
advice and assistance. This office works directly with local community
leaders whenever its advice or help is sought.

c. We can try to learn more about the specific econcmic effects
of the Defense program in order to be in a better position to anticipate
the impact of possible changes. During the past year we have taken &
nmber of actions to improve our kpowledge in thls erea. Chief among
them is what we call the Econocmic Impact Project, which 1s designed to
provide the basic data and analytical framework needed to assess the
impact of changes in the Defense progrem on the economy, by industry and
geographic area. As & part of this project, the Bureau of the Census 1s
undertaking a special survey of Defense and other Govermment work in the
mapufacturing industries as & supplement to its regular 1963 Annual Survey
of Manufactures. When these data are collated, we will be in a much better
position to determine both the broad regiopal as well as the "{ndustry”
impacts of Defense programs. Armed with this new information on the
"gtpucture” of the "Defense" industry, and the analytical framework which
is now being developed, we hope in time to be able to project, gt least
in broad fashion, the economic impact of the five-year Defense program.

d. We can encourage our major defense coptractors to do the neces-
sary long-range ipndustriel planning which anticipates changes in military
procurement and mekes the needed corporate provislons for them. For
example, we are studying revision of the Armed Services Procurement
Regulations to allow, as indirect costs chargeable to Defense contracts,
the reasonable costs of such planning for overall development, diversi-
fication to non-defense production, etc.

e. We can work with other interested agencies of the Executive
Branch and the Congress in all aspects of the "economic impact” problem.
To this end, President Johnson on December 21, 1963, ordered the forma-
tion of the Committee on the Economic Impact of Defense and Disarmament,
chaired by & member of the Council of Econcmic Advisors and having
representation from Commerce, Labor, AEC, NASA, ACDA, OEP, BoB, and
Defense. This Committee will be responsible for the coordination of all
Federal activities in this field. President Johnson has expressed his
personal interest jn the Committee's work and has directed that the public,
the Congress, and he be kept informed of its activities.
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One final point, while there are several opportunities open to the
Defense Department for helpful work in this area, we can do little to
mitigate the adverse effects of Defense program changes unless we have
a strong and growing economy.

2. Impact on the Balance of Payments

A chronic concern in recent years has been the continuing deficit
in the nation's balance of international payments and the impact of our
Defense expenditures abroad on that deficit. Since 1958, the deficit in
the total U.S. balance of payments has averaged well over three billion
dollars annually. During this same period, our gold stocks declined by
pearly $75 billion to & level of $15.6 billion and liquid liabilities to
foreigners (a substantial part of vhich represents a potential claim on
our remaining gold stocks) rose more than 39 billion to & level of over
$25 billion.

Wwhile gross defense expenditures entering the ipternstional belance
are not the only, or even the primery, factor causing the current deficit,
they did amount to $18 billion over the six-year period, &veraging about
$3 billion annually. Therefore, we have been making & special effort
during the last three years to reduce the impact of the Defense program on
our balance of peyments without edversely affecting our combat capa-
bilities or creating hardships for our military personnel and their
families.

We have attacked the problem both from the payments (U.S. defense
expenditures abroad) and receipts (seles of U.S. military goods and
services to foreign countries) sides of the ledger, and as shown in the
table below, we have succeeded in reducing the net adverse balance of
peyments on "military" account by $1 billion, between 1961 and 1963.

(¢ Billions)

FY 1961  FY 1962  FY 1963

U.S. Defense Expenditures

U.S. Forces & Their Support 2.4 2.4 2.5
Military Assistance .3 .2 .3
Other (AEC, etc.) _.3 .3 .2
Total 3.0 2.9 3.0

Cash Receipts From Sales - .3 - .9 - 1.3 &/
Net Adverse Balance 2.7 2.0 1.7

g/ Approximately $300 million of this amournt is an abnormal, one-time,
receipt.
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You will note that we were able to hold our overseas expenditures
relatively constant despite increased deployments abroad and substantial
increases in prices and wages in foreign countries. Cash receipts from
the military sales to other countries were increased fram $320 million
in fiscal year 1961 to $1,335 million in fiscal year 1963.

last July Presidept Kennedy in & message to the Congress, announced
& new Govermment-wide progrem designed to cut our overall paymemnts
deficit. Included in this program vere measures intended ultimately to
reduce the net adverse balance on military account to approximately $1.4
billion annually. Here are same of the ways we plan to achleve the new
goal:

&. Insofar as possible, the military assistance offshore procure-
ment program will be limited to the fulfillment of prior commitments.
Implementation of this policy should, in coming years, result in a sharp
cut in the foreign exchange costs of this program, which are still running
about $100 million annually.

b. Certain functions now being performed by U.S. forces will be
shifted to indigenous forces as soon &s they are capable of assuming
them. For example, in the next few yeears, ve hope to traosfer some of
the air defense responsibilities we now carry in Spain and Japan to the
forces of those countries, thus permitting us to withdraw some of our
forces back to the U.S.

e. Several steps have been taken to reduce U.S. overseas head-
quarters and logistics support activities. In many cases these actioms
will permit significant reductions in personnel with conccomitant savings
in foreign exchange costs. I will have more to say about these reductions
vhen I discuss overall employment and manning levels in the section of my
statement dealing with the Cost Reduction Program.

d. We are meking & very intensive effort to increase our receipts
from military sales. While & number of countries have made or are con-
templating purchases of U.S. military goods and services, by far the most
important in value in our agreement with the Federal Republic of Germany
which I mentioned earlier. last fall this agreement which is producing
about $650 million & year in receipts was extended to cover the period
through the end of calendar year 196k. Itely has purchased over $200
million of U.S. military equipment as the first step in a longer-range
plan to offset U.S. military foreign exchange costs in that country. We
expect that our current world-wide sales effort in cooperation with U.S.
defense manufacturers will result in still more agreements.

e. Fipally, in addition to the results being obteined from direct

measures such as those described above, we have additional reasons for
expecting that the net edverse balance on the "military account” can be
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held to manageable levels in the future. The far more capsble weapon
systems and equipment now becoming operaticnal, especially in the
tactical air and airiift forces, should permit additional redeployments
to the United States. In view of the pressure on our balance of payments,
we are vigorously searching out these cpportunities.
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II. STRATEGIC RETALIATORY FORCES

The Strategic Retaliatory Forces are designed to carry out the
long-range strategic mission and to carry the main burden of dbattle in
general nuclear war. These forces include the long-range bombers, the
air-to-ground and decoy missiles, and the refueling tankers; the land-
based and submarine-based strategic missiles; and the systems for their
command and control. They do not include certain other U.S. nuclear
forces capable of reaching targets well inside the Communist Bloc - namely,
the deployed tactical air units and carrier-based attack ailrcraft.
Although the targeting of these forces is coordinated with those of the
Strategic Retallatory Forces, they are pot taken into account in computing
the requirements for the latter because they are intended primarily for
other purposes.

A. THE REQUIREMENT

The size and character of the Strategic Retalistory Forces are
influenced importantly by the basic strategy they are designed to support.
This strategy has been the subject of & great deal of public discussion
during the last year - as it most properly should be, considering 1ts
grave importance. But the wide differences in perspective that this dis-
cussion has revealed would seem to indicate that we have failed to convey,
at least to certain important sections of the Americen public, the basic
fundamentals of the strateglc problem confronting our Nation in this nuclear

age.

At one extreme there are the proponents of the "overkill" theory who
ergue that the Unlted States already has enough nucle&r weapons to destroy
all of the major cities of the Soviet Union severel times over, even
after absorbing the first blow and that, therefore, mo further investments
in the Strategic Retaliatory Forces are required or can be Justified. At
the other extreme there ere the proponents of what one might call the "full
first strike" theory who believe that we should build & strategic force
that would eneble us, if we struck first, to so reduce Soviet retaliatory
power that the damage it could then do to U.S. population and industry
would be brought down to an "gcceptable” level, what ever that might be.

The proponents of the "overkill" theory would, in effect, restrict
our strategic forces to those required for retalistion egainst citles only -
with the calculation essuming near optimum conditions. This is not & new
concept. I understand that it has been debated within the Defense Depart-
ment for meny years before I came to the Pentagon, but I know of no
responsible official within the Department who would support it today. To
serve as a maximum deterrent to nuclear war, our Strategic Retaliatory
Forces must be visibly capeble of fully destroying the Soviet society under
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all conditions of retaliation. In addition, in the event that such a
war ie forced upon us, they should have the power to limit the destruction
of our own cities and population to the maximm extent precticable.

It is quite likely that the Soviet Union, in an attack upon the
U.S. end Western Europe would not fire all of its strategic nuclear
weapons in a "salvo Jaunch”. Regardless of whether the Soviets struck
first at our cities or first at owr military installations or et both
simultaneously, it is probable that the launching of their bombers and
missiles would extend over & gufficient period of time for us to recelve
the first blow, to strike bdack not only at Soviet cities, if that be our
choice, but also at the elements of their forces that had not yet been
jaunched. To achieve this capability, we must have a force considerably
larger than that which might be peeded simply to destroy Soviet cities.

Believers in the "overkill" theory, however, argue that the U.S.
would have already been gravely damaged by the initial ettack, that it
would be very difficult to destroy the enemy's residuel force, and that
in amy event we could pnot know which of their missiles had not been fired
and which were the "empty holes". Therefore, they conclude that we should
not even try to destroy the epemy's residual forces.

Certainly, the U.S. would be greatly damaged by the initial wave of
e nuclear sttack. And certainly, as time goes on and the Soviet Union
copntinues to harden its missile sites and continues to build missile-firing
submeripes, it will become increasingly difficult to destroy & substantial
portion of the residual forces. I have made no attempt in any of my state-
ments to the Congress to "sugar-coat" these bhard facis of life in the
puclear age. Indeed, I was chided in some quarters for applying the term
"grim prospect” to this reality. But it is onme thing to recognize the
facts of life; it is quite another to throw up one's hands and not even
make the attempt to save what we cen of our Nation and our society.

Over the last two and one-half years we have made many comprehensive
studies of alternative U.S. gtrategic retaliatory force structures employed
in a puclear exchange with & wide range of possible Soviet forces and
under a wide variety of assumptions pertaining to the outbreak of war and
U.S. and Soviet operational factors. In every pertinent case we found that
forces in excess of those pneeded simply to destroy Soviet citles would
significantly reduce damage to the U.S. and Western Europe. And the extent
to which damage to ourselves cen be reduced depends importantly on the size
and character of our own forces, particularly the surface-to-surface missiles
such as MINUTEMAN that can reach their targets quickly. I will @iscuss this
latter espect in greater detail later in the statement in connection with the
analysis of the overall adequacy of the Strategic Retallatory Forces we
recommend for the fiscal year 1965-69 period.
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But even an assured and persuasive “cities only" capability would
require forces much larger than those implied by the "overkill" theory.
It 1s not simply & matter of calculating the number of "Hiroshima
equivalents", i.e., 20 kilotons equals 100,000 fatalities and, therefore,
10 megatons equals 50 million fatalities. Carried to that extreme we would
peed Just one B-47 loaded with ome 10 megston weapon. Obviously, many
other factors must be taken into account: numbers of targets and their
defenses, mumbers of weapons required to saturate defenses or to assure
penetration, demege to our forces from enemy attack, the readipess and
reliability of our own weapouns, etc.

Each of these factors invélves varying degrees of uncertainty,
particulaerly when we are projecting our forces into the future. And, to
cover these uncertainties, extra insurance must be provided in the program.
We must be completely sure, and the Communists must be completely sure,
of our ebility at all times to retaliate decisively against Soviet citles,
even under the worst of circumstances.

While & "cities only" strategic retaliatory force would, in our
Judgment, be dangerously inadequate, a "fu)l first strike" force, as I
defined it earlier, is, on the basis of our estimates of the Soviet
nuclear strike forces in the fiscal year 1967-69 period, simply unsttain-
able. Moreover, I know of no responsible Pentagon official, certainly
0 pone of the Joint Chiefs of Staff, who proposes such a force.

: As I pointed out last year, the Soviets are hardening some of their
ICBM sites and are bullding missile-launching submarines. Although we
could have an effective cepability to sink enemy submarines in a protracted
war of attrition at sea, we do not appear to bave any realistic prospect
of being able to destroy the major part of a Soviet submarine missile force
in one quick first strike. Neilther could we count, with any reasonsble
degree of assurance, on destroying all or almost ell of the Soviet's
hardened missile sites, even if we were to double or triple our forces.
Furthermore, it is highly doubtful that we would be able to achieve the
necessary tactical surprise in the kinds of crises in which a "first
strike" capability would be relevant.

Finally, a "full first strike" capability would have to be accompenied
by vast programs of anti-missile, anti-bomber, and civil defense. Even
then our calculations show that U.S. fatalities would still run into tens
of millions while in Western Europe fatalitles would be very much higher.
Thus, the paramount conclusion supported by all of our studies is that
for any level of force we might practicably build, and even under the most
favorable circumstances to us, & puclear exchange between the U.S. and the
Soviet Union would do enormous damage to both sides.
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Thus, & "damege-limiting" strategy appears to be the most practical
and effective course for us to follow. Such & strategy requirés a force
considerably larger than would be needed for & 1imited "cities only"
strategy. While there are still some differences of judgment on Just
how large such & force should be, there is general agreement that it
should be large enough to ensure the destruction, singly or in combination,
of the Soviet Union, Communist China, and the Communist satellites as
neticnal societies, under the worst possible circumstances of war out-
break that can reasonably be postulsted, and, in addition, to destroy
their war-making capability so as to limit, to the extent practicable,
damege to this country and to our Allies.

The forces recommended to provide this capebility through fiscal
year 1969 are shown on Table 2.

B. PRESENT U.S. STRATEGIC RETALIATORY CAPABILITIES

By June of this year the number of ICEM and POLARIS missiles will,
for the first time, just about equal the pumber of manned bombers in the
force. During the three-year period from end fiscal yeer 1961 through
end fiscal year 1964, the number of veapons in the alert forces will have
been increased sbout two and one-half times and the megatonnage of
these weapons almost three times, even though 450 B-47's will have been
phased out of the force during the same period.

on launchers, submarine-launched ballistic
missiles, 180-205 heavy bomber and tenker aireraft, and 940-9T75 medium
bomber and tenker asircraft, plus avout (NG IRBM/MREM missiles on
launchers. The Soviet Union is just beginning to harden its ICBEM's, IRBM's,
and MRBM's. Most of our land-based missiles are installed in herdened
sites and our POLARIS missiles, of course, have & much greater range than
the Soviet submarine-launched missiles, most of which are in diesel-powered
boats, and all of which presently have to be fired while the submarine is
surfaced.

The Soviet Union by mid-1964 is eirected to have & total of between

On the basis of these data, I can again tell this Committee--"There
is no question but that today our strategic retaliatory forces are fully
capable of destroying the Soviet target system, even after absorbing an
ipitial surprise attack.”

C. FUTURE STRATEGIC RETALIATORY FORCES

One of the major determinants of the size and character of our
future Strategic Retallatory Forces is, of course, the size and character
of the strategic forces and defensive systems our opponents are likely to
phave over the next several years. As I pointed out last year, because of
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Wwith these estimates of Soviet forces as the background, I would now
1ike to discuss the Stretegic Retallatory Forces we propose to build and
maiptain through fiscal year 1969,

1. Bomber Forces

As you can see from Table 2, we plan to contipue & mixed force of
missiles and manned bombers throughout +he entire planning period, fiscal
years 1965-69. Although most of the aiming points in the Soviet target
system can best be attacked by missiles, the long-range bambers will con-
tinue to be used in the follow-up attack, particularly against hard missile

sites and against the targets which need not be attacked within minutes,

e.g., weapon storage sites.

The present B-52 and B-58 forces will be continued through at least
fiscal year 1969 with only a slight reduction in the number of B-58's,
reflecting expected attrition. The B-U47 force will be phased out by the
end of fiscal year 1966 on the same schedule I presented to you last year.
All availeble HOUND DOG's would be retained in the force through at least
fiscal year 1969 on approximately the same schedule presented to you last
year.

Although no new B-52 bombers have been procured since fiscal year
1961 (with last delivery in fiscal year 1963), substantisl funds have been
end will continue to be required for those aircraft modificaetions needed o
keep the force both safe and effective. Through the current fiscal yesar,
$1.6 billion will have been invested in this program for structural
strengthening and newly developed equipment designed to enhance the B-52's
ebility to perform its combat mission and adapt to new tactical concepts,
e.g., low-level penetration. An additional $306 million is requested for
such modifications in fiscal year 1965 and we are tentatively programing
gbout $270 million more for this purpose in fiscal year 1966. The fiscal
year 1965 B-52 modification program includes correction of strength and
ratigue deficiencies in all the aircraft (except, for the present, the B-52B)
and the installation of new electronic countermeasures equipment.

Thus, by the end of fiscal year 1969, we would still have & total of
about TOO operational bombers in the force and almost 500 BOUND DOG missiles.
HBzlf of the bombers will continue +o be maintaiped on & 15-minute ground
glert with & smell number on airborne slert. As you know, we already heve
en on-the-shelf capebility (engines and other spare perts) to fly one-eighth
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of the B-52 force on airborne alert for about one year, but we will con-
tinue to need the special provision contained in Section 5128 of the
Fiscal Year 1964 Defense Appropriation Act to pay for the operating costs
if we have to do so. This is the provision which authorizes the Secre-
tary of Defense, upon determination by the President thet such action is
necessary, to provide for the cost of an airborne alert as an excepted
expense.

Although we have yet to use the financial provisions of this Section,
we have from time to time, notably during the early phases of the Cuban
crisis in the fall of 1962, temporarily increased the scale of airborme
elert operations. The importance of this provision to the survivability
of the manned bomber force will increase as the Soviet Union ascquires more
nuclear-povered missile-firing submarines since we could expect to recelve
very little, if any, tactical warning of & submarine-launched missile attack.
This provision should certainly be retained in the law.

.2, Surface-to-Surface Missiles

Qur strategic missile forces, which almost tripled in fiscal year
1963 and will have more than doubled agein in fiscal year 1964, will
increase more slowly during the fiscal ye&ar 1965-69 period when we will be
modernizing the force and replacing first generation missiles.

a. ATLAS and TITAN

Last year we had planned to phase out gradually the first three
squadrons of ATLAS ICBM's (27 ATLAS D missiles) during the three-year
period, fiscal years 1966-68. All the TITAN's were to have been retained
in the force throughout the programed periocd. As shown on Teble 2, ve
now propose to phese out all of the ATLAS D's in fiscal year 1965, all of
the ATLAS E's (three squadrons, 27 missiles) in fiscal year 1967, and all
of the TITAN I's (six squadrons, 5S4 missiles} in fiscal yeer 1968.
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Since the MINUTEMAN force is increasing rapidly, the need for these
slow reacting and highly vulnerable older missiles is declining. Their
contribution to the planned force will no longer be worth their very high
cost of operation and maintenance, estimated at about $1 million per year
per missile, compared with only ebout $100,000 per yeaer for a MINUTEMAN.

b. MINUTEMAN

We had also planned last year & progrem of 1,300 MINUTEMAN by the
end of fiscal year 1968 consisting of 800 MINUTEMAN I's and. 500 MINUTEMAN
II's. The first 160 MINUTEMAN were in place at the end of fiscal year
1963. By June of this year we expect to bave 600 in place, and by Jume,
1965, 800. Funding for the first increment of 150 MINUTEMAN II's was
included in the fiscal year 1964 budget and these are scheduled to be in

place by the end of fiscal year 1966.

With another year of experience behind us, we are now proposing a
major revision in the planned MINUTEMAN force, & revision which we believe
will increase combat effectiveness, in terms of "k111" capability, by
s a TR ... which will cost about $510 million more through
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fiscal vear 1969. ZSNR

MINUTEMAN I and MINUTEMAN II squadrons will be integrated into a
single system through the "{nternetting” of their communications and
control systems, thus greatly enhancing the targeting flexibility of the
force as & whole. This will be achieved both by retrofitting 40O of the
800 I missiles in the first five wings with MINUTEMAN II, and by co-locating
an additional 250 MINUTEMAN JI with those five wings, as shown in the table

below:

e first wing of the MINUTEMAN IT NG autborized in fiscal
year 1964 is being separately sited.

MINUTEMAN II, as now conceived, will provide increased range or
payloed; ; & flexibility in the

choice of eight preassigned targetis

the capability of being
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To get these major revisions in the MINUTEMAN program underway

promptly and in an orderly fashion, we propose to start only 50 new silos

in fiscal year 1965[ - |planned last year. Essentially,
the choice is between: (1) & faster build-up with a slower rate of
retrofit of the earlier model with the MINUTEMAN II; end (2) a slower

rate of build-up with a faster rate of retrofit.
We have tentatively programed the‘ . ]new MINUTEMAN sllos
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a little later on in connection with my evaluation of the edequacy of
the proposed Strategic Retaliatory Forces.

One final metter concerning the MINUTEMAN progrem - last year I
informed the Committee that the Air Force hed called to my attenticn
very late in our review of the fiscal year 196k budget a possible cost
increase of &s much as $400 million in fiscal years 1963 and 196L. We
have now determined that this cost increase will amount to about $175
million. Reprograming actions covering fiscal year 1963 increases were
approved by the Congress last spring. Reprogramling actions covering
fiscal year 196h increeses are belng forwarded to the appropriate
committees.

c. POLARIS

The POLARIS forces shown on Table 2 ere on nearly the same schedule
discussed here last year. The more rigid inspection procedures put into
effect after the loss of the THRESHER have delayed the actusl and
estimated operational dates of SSBN's numbers 10 through 23 for an average
of ebout 25 months. As a result, we nov estimate that there will be 256
POLARIS missiles in the operational force at the end of the current fiscal
year, compared with 288 missiles estimated a year ago. However, this
modest slippage will be fully made up during fiscal year 1965 and by the
end of that year we will be back on the origirel schedule.

The last six of the planned fleet of Ll submarines were fully funded
in the fiscal year 1964 budget. Nine POLARIS submarines carrying 1lhb
missiles were deployed at sea by the end of fiscal year 1963. Sixteen
submarines carrying 256 missiles will be in the operational force by June
of this year and the entire force of 41 submerines and 656 missiles will
become deployable by the end of fiscal year 1967.

The first five POLARIS submarines are equipped with the 1,200 n.m.
A-1 missile. The 6th through the 18th submarine will be equipped with
the 1,500 n.m. A-2 missiles, and the 19th through the 4ist, with the 2,500
n.m. A-3. Last year we had planned to equip eventuslly all 41 submarines
with the A-3 missile and to begin this summer with the replacement of the
missile tubes of the first five submarines in order to accommodate the
larger missile. We still plan to replace the A-1 mlssile with A-3's but
we do not now believe that it will be necessary to replace the A-2's with
A-3's, at least before 1970. While the range of the A-3 is considerably
greater than the A-2, a large fraction of the Soviet Bloc targets are well
within the range of the latter. Thus a force consisting of 28 submarines
equipped with A-3 missiles and 13 submarines equipped with A-2 missiles
should be able to handle effectively the targets assigned to the POLARIS
force.
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During 1970 the POLARIS force will commence its second overhaul
cycle. At that time, 1f copditions warrant, the A-2 could be replaced
with the A-3. We estimate that a totel of about $425 million can be
saved through fiscal year 1969 as a result of the postponement of the
A-2 retrofit.

The presently planned POLARIS force will require a supporting
fleet of six tenders, six resupply ships, and a number of floating dry-
docks and other support ships. A total force of six tenders has been
programed in order to ensure that &t least five of the six will be avail-
able for continuous deployment for the support of the five squadrons into
which the POLARIS force will be organized. Five tenders and four supply
ships were funded through fiscal year 1964%. The fiscal year 1965 program
contains $63 million for the sixth tender and $8 million for the con-
version of another resupply ship. The last resupply ship is programed
for fiscal year 1966. This program is the seme as presented last year.

d. Dependability of Strategic Systems

T want to draw a sharp distinction between mechanical relisbility,
in the sense of the incidence of mechanical melfunction, and the
dependability with which a vehicle in the Strategic Retallatory Forces
reaches the target area with a weapon which will detonate. Rellability
in this sense is only one of the factors determining system dependability.
Equally important are the factors of system alert, survivability, and
penetration. The system alert rate is the proportion of the unit equip-
ment that can be maintained on alert at all times; the survival rate is
the proportion of the force which can be expected to survive, in operating
condition, an initial enemy attack; and the penetration rate is the
proportion of the launched force which can be expected actually to reach
the target area.

All of these factors must be tsken into account in measuring the
system dependability of the various elements of our Strategic Retallatory
Forces. Shown in the table below is a simplified calculation which
applies the four factors of system alert, survivebility, reliability and
penetration to B-52 and MINUTEMAN missile forces of approximately equal size
in order to estimate the number of each weapon system which may be expected
to reach the target aree under both optimistic and pessimistic assumptions.
To reflect this range of circumstances we have used, in most cases, &
range of operational factors; the greater the uncertainty, the greater the

range.
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B-52 MINUTEMAN

Lower Upper Lower Upper
Estimate Estimate Estimate Estimate

Unit Equipment of the Force
System Alert Rate

Number on Alert
Survival Rate

Number Surviving
Weapon Sys. Relimsbility

Rate

Mumber to Target Area
Pepetration Rate

Mumber Penetrating Target Ares
System Dependability

As shown on the table we start with a total of 630 B-52's. However,
only 50 percenmt or 315 of these aircraft cen be expected, under normal
conditions, to be maintained on ground alert ready to be launched within
15 minutes, the warning time we can expect from BMEWS. While scme of the
pon-alert aireraft may survive the initial attack, we cannct count on them
for the initial retallatory strike.

In the case of the solid fuel, quick reacting MINUTEMAN, ve must 8lso
expect that at amy given time some missiles would be in training or under-
going malntenance or modification. Accordingly, we have used a system
alert rate of percent. This 1s & reasonaeble range of estimates.
During & recent unannounced operational readiness inspection of the
MINUTEMARN Wing I, T S e - - ‘

v -
e P LA -

re undergoing technical order changes
ready missiles, the combat crews
were actually sble to count down For POLARIS, another solid fuel
missile, statistics drawn from submarine patrols indicate that B or
more of the 16 missiles aboard each submarine o— patrol were ready for
launch at all times.

The remaining 25 we
or scheduled maintenance.

But much more important, MINUTEMAN migsiles are dispersed, one to &
site, in silos hardened to , and are, therefore, far less
vulnerable to & surprise nuclear attack than the aircraft on the ground.
And this, as I have pointed put on previous occesions, is one of owr
greatest concerns with respect to manned bombers. If the enemy were

g/ Under certain circumstances this pumber might be higher, particu-
larly for the bombers, but the higher rate cannoct be depended upon.
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successful in placing its bellistic missile-firing submarines on station
or 1f the BMFEWS melfunctioned and did not provide the 15 minutes of
warning we expect, a substantial aumber of even the alert bombers might
be caught on the ground and destroyed in the initial enemy attack. A
single H-bomb on & SAC base will destroy all the bombers on that base.
This great uncertainty is reflected in the wider range of survival rates
we bave applied to the B-52°'s in our calculation, as compared with
MINUTEMAN.

With regard to relisbility, the B-52's have, of course, been in the
force for meny years, and we have acquired a considerable amount of
operational experilence. Therefore, the reliability rate of the surviving
alert force cen be established within & relatively parrow range, B S

S UL EECERNERY The MINUTEMAN, on the other
bend, is just coming into the force and we have as yet acquired very
1ittle operational experience with this missile. As of late January,
ve had BB operational test firings with successes, which would
indicate en in-flight reliability rate of percent. However, this is
far too small s number of firings upon which to base a firm estimate of

relispility. Accord , for purposes of our calculation we have used
a wide range of 7percent.

A L TP S

Even though the Soviet Union may be deploying an anti-missile defense
at two cities, we can be sure &5 & result of our penetration aids and
pumerical superiority that once our missiles are launched and on their
way they would penetrate thelr targets. We do not have this same assurance
with regard to the B-52's. The Soviet Union, as I indicated earlier, has
very extensive anti-bomber defenses and we must assume that our B-52's
would suffer scme losses in penetrating to their targets. Reflecting the
uncertainties involved here, we have used for this ecalculation a range of

_, percent.

T A N Y"1 am not suggesting
that the choice between bombers and missiles can be made on the basis of
dependebility alone. Each of these systems has advantages and disadvanteages
that are not reflected in dependability calculations. The bombers, for
example, can carry multiple weapons and have the opportunity to destroy
more than one target if they penetrate. Surface-based missiles, however,
can reach their target far more quickly, and this 16 of eritical importance
in attecking some types of targets.
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But two striking conclusions emerge from these calculations. The
first is that in both the optimistic end pessimistic cases a higher pro-
portion of the MINUTEMAN force than of the B-52 force can be expected to
reach its targets. While this conclusion depends upon the particular
ranges of rates assumed, I believe the assumptions nade are realistic.

The second striking conclusion is that we can predict the results
of a MINUTEMAN attack with greater confidence than the results of & B-32
attack. I believe that this conclusion has general applicebility to com-
parisons between aireraft and surface-based missiles. The survivebility
of the soft bombers and their ability to penetrate enemy defenses are in-
trinsically more difficult to estimate in advance than the factors affecting
missile dependability.

Although we have used a range of reliability rates of [N ver-
cent for MINUTEMAN in this calculation, we believe that the reliability

MRSERREEE’ t> the upper limit of the rangé. +be POLARIS A-

mmich further along than MINUTEMAN, has had MRl successful shots out of a
total of [ ENIIREEREY): The MONUTEMAN at the present stage
of operational testing compares favorably with the POLARIS A-2 experience
at the comparable stege of its test program. Most new weapon systems have
a low relisbility when they first became operational - eircraft as well as
missiles (you will recall our recent difficulties with the B-58 and the
"Century" series fighters). However, the MINUTEMAN and the POLARIS A-2
appeer to be exceptions to this rule.

As we continue our operational tests of the sirategic missiles we
plan to maintain in the force beyond fiscal year 1968, we expect these
reliebility rates to increase still further. e

LT

DR A O TR 1o ensure that these reliability goals
are a nfidence in the results fully established, we are allocat-

chieved and co
ing a large number of missiles for operationsl test firings, principelly
during the next 18 months, as shown below:

ATLAS F 25 MINUTEMAN WING I 25 POLARIS A-2 24
TITAR II 25 MINUTEMAN WING II-V 50 POLARIS A-3 50
MINUTEMAN WING VI 50

Moreover, to assure continued relisbillty of the systems during
operational deployment, follow-on operaticmal tests are planned. We
tentatively estimate that up to 10 percent of the MINUTEMAN and POLARIS
inventory will be expended annually in this follow-on operational test

program.
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We should not expect and, indeed, we should pot attempt to achieve
100 percent relisbility in our strategic missiles or, for that matter, in
any other weapons system. The cost of doing so, if it could be done at
g11, would be probibitive, end beyond a certain poinmt not worth the cost
in view of the other important factors affecting systems dependability.
Instead, we simply buy more missiles and thus provide a combat reserve,
just as we do in the case of eircraft, to cover the targets of those
vehicles which sbort for amy reason whatsoever. In this respect, the
MINUTEMAN II with its multiple target flexibility will contribute greatly
to the overall combat effectiveness of the force, as I indicated earlier.

Therefore, on the basis of the evidence already in hand and our
plans for the future, T have no hesitancy whatsoever in saying that the
missile force we have programed can be depended uwpon to carry out its
presently assigned military mission under all of the conditions we can
foresee, and indeed, that we can predict the results of a missile attack
with greater confldence than those of a bomber attack.

e, Penetration Aids

A great deal of progress hes been made during the last three years,

particularly in gaining a better understanding of the physical effects which

accompany the re-enmtry of ballistic missile warheads into the atmosphere
and various methods which might be used to simulate these effects and to
confuse the anti-ballistic missile defense system in cther ways. There

are a large pumber of different techniques which can be used L
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Fach bes its particular advamtages disadvantages. Eowever, of the
shortcomings can be overcome to & considerable extent by employing these
techniques in appropriate combipations, and this 18 what we are doing




The penetration aids research progrem is a costly one requiring much
sophisticated instrumentation at the test ranges. Accordingly, we have
made every effort to take advantage of related work being done in copnection
with our own R&D efforts on enti-ballistic missile defense, particularly
the NIKE-ZEUS, the NIKE-X, and DEFEIDER projects. Obviously, the problems
of the offense are the converse of those of the defense, and information
obtained from our penetration aids reseerch has greatly influenced our
thinking on the anti-ballistic missile defense problem, which I discuss in
the next seciion of my statement.

3. Other Strategic Retaliatory Forces Programs

Shown in the next to the last block of Table 2 are a number of other
systems supporting the Strategic Retallatory Forces. Except for the RB-47,
RC-135, and REGULUS, these forces are the same as those presented to the
Cormittee last year.

a. RB-L47

last year we programed three squadrons of RB-47's through fiscel
year 1965. One of these squadrons (15 eircraft) was wtilized for weather
observation for the RB-L7 bomber force. Other systems pow available have
eliminsted the need for this squadron and it was deleted from the force
lest year. The remaining 30 RB-47's will be phased out in fiscal year 1966,
as originally scheduled. By that time we will have the full planned force

— RC-135's in operation.

b. REGULUS

We now have five operational REGULUS submarines with a total of 17
missiles aboard. Three of these submerines (8 missiles) will be phased
out in fiscel year 1965 and the remalning two in fiscal year 1966.

D. COMMAND AND CONTROL

Achievement of our overall national objectives requires that our
Strategic Retaliatory Forces be kept continually under the control of the
constituted authorities, from the President on down to the commanders of
the forces - before, during, end after & puclear attack. To support this
requirement, we are developing e world-wide military command and control
system, both on the national level and within our deployed military forces.
The Netional Military Commend Systen provides intelligence and commuications
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for the high-level command at all levels of crises as well &s a number

of alternative locations for the President or others in the national chain
of command. These alternate facilities include widely separated and
protected land sites, dispersed command ships, and aircraft.

At this point I would like to discuss only those portions of the
system included in the Strategic Retelietory Forces program. I will discuss
the overall system and other elements in the section of my statement
dealing with Generel Support.

Two years ego we inltiated a study of the feasibility of building &
deep underground support center for the Streteglc Adir Command. Initielly,
we proposed $31 million in the fiscal year 1964 budget to begin construction
this year. Subsequent study indicated that the cemter would cost more than
previously estimated ($220 million vs. $85 million) and that serious
operational problems were likely to be encountered. As a result, last
April the Air Ferce and the JCS pdvised me that the project should not go
fomezrd at this time, a judgment in which I copcurred. The funds were not
included in the fiscal yeer 1964 Military Construction Appropriastion Act.

e do intend to continue development of improvements to the airborne
cormend system which is elready in operation. This system, showvn on Table
2, consists m'specially equipped KC-135 Command Post aircraft and 36
B-47's equipped as commmicatlons reley aircraft. MREEEY) Commend Post
aircraft are being re-equipped with an improved integral electronics system
wh onsiderably enhance their overall effectiveness. gy S

E. NEW STRATEGIC SYSTEMS

Tn sddition to the MINUTEMAN II which I described earlier, we also
heve in the R&D program & mumber of other strategic missile projects - for
example, studies and an exploratory development progrem of an advanced ICBM
which was initisted last year. We have been working on such & program
related to an advanced sea-based deterrent system since fiscal year 1961.
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We are also studying the possibility of an improved version of POLARIS beyond
the A-3 and are doing a great deal of work on improved propulsion,
structures, guidance, etc., for land-besed missiles which will contribute to
the improvement of existing missiles or the design of new advanced missiles.

Ty i RS SN Also, the Medium Range—
Ballistic Missile (MRBM) system is being developed for possible use in a
Europesn sea-borne force or elsevhere in the world

We have also included in the fiscal year 1965 budget $5 million to
examine the technical feasibility and military value of possible new advanced
strategic aircraft which would serve es airborne missile platforms.

R .

Despite the delay in the B-T0 program, caused by technical difficulties
encountered with the sealing of the fuel tanks and with the fabrication of
the wing-fuselage joint, we plan to continue the test program. The first
flight has elready been delayed by more than one year; and the cost will
be incressed by at least $200 million, from $1.3 billion to at least $31.5
billion for the three test aircraft. '

Together, all of these projects, which I shall discuss 1n greater
detail later in comnection with the Research and Development program,
provide for the development of a broad base of technology for future
strategic retaliatory weapons systems. One or more may actually reach the
production and deployment stage before the end of the programed period,
fiscal year 1969, but until a decision is made to produce and deploy
these systems, they are showm only in the R&D program.

F. ADEQUACY OF THE PROPOSED FORCES

The Strategic Retaliatory Forces programed through fiscal year 1969
ere, in our judgment, fully adequate to acccmplish the objectives which I
discussed garlier. ‘ L ) . : .

&

LR Y Furthermore, & repidly increasing portion of this
force will consist of hardened and dispersed ICEBM's and submarine-based
missiles, all with very high probabilities of survival under nuclear attack.
The effective offensive power of the force will be further enhanced by the
addition of penetration aids and the jntroduction of the greatly improved
MINUTEMAN missiles. Further quentitative increases in the large forces
already programed would provide only marginal increases in capability in
reletion to their additional cost.
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ﬂ These conclusions, as I pointed out before, have been tested by
a careful analysis of & wide range of alternative U.S. and Soviet forces
employed under a wide variety of aifferent assumptions as to the mapner
in which a strategic nuclear exchange might teke place and the operaticnal
capabilities of U.S. and Soviet weapon systems, i.e., readiness, survival,
reliability and penetration rates. In 811 such studies, of course, the
situations assumed have to be defined by simplifying the assumptions.
There are innumersble variables and uncertainties involved in these
situations; and, relatively, only & few, although the major ones, can be
taken into account in any one anslysis. Nevertheless, these studies do
provide as good a measure &as possible of the relative effectiveness of ,
different size forces under different sets of circumstances.

As I noted earlier, our Strategic Retaliatory Forces under &ll
foreseeable conditions, including & well-planned and executed surprise attack
on the United States, must have such an unquestionable capability to inflict
destruction on the Soviet Union, that no Soviet planner could ever conclude
that such an attack could be other than disastrous to the Soviet Union.

This is the ultimate deterrent to a calculated, deliberate Soviet nuclear
attack and we must be certain that at all times and under all foreseesble
conditions we have at least this minimm capebility. Accordingly, we

have tested a mumber of altermative forces against the most pessimistic set
of assumptions we could reasonably postulate for the end of the programed
period, 1969. I went to emphasize that these assumptions are SO pessimistic
that 1t is most unlikely that they would ever occur simultaneously. For
exemple, the pessimistic case assumed:

0 S




Even so, our conclusion is that the recommended forces would still
have the capability of inflicting very heavy damege on Soviet industrial

v ¥

As shown in the table below, the results do not vary to any
significant degree for alternstive MINUTEMAN forces greater than those I

am recommending.

SOVIET FATALTTIES AMD INDUSTRIAL DESTRUCTION
(Mid-1969)

Thus there is the highest degree of assurance that the recommended
forces will have the capabllity to inflict very heavy demage to the Soviet
Union and will provide an extremely stronz deterrent against a deliberate
first strike attack onm the United Steates.

But, as I noted earlier ip my discussion of "The Requirement", our
Strategic Retaliatory Forces should alsoc be large enough to destroy the
Communists! war-mel:ing capability so &s to limit, to the extent practicable,
damege to this country and to our Allies. There are many facets to this
problem, including pot only the size and composition of our offensive forces
but a2lso the defensive measures available to us, which I will discuss in the

next section of the statement.

A1l of these facets have been considered in our analyses and our
conclusion is that, given the size and kind of strategic offensive forces
we project both for the Soviet Union and for ourselves, grave damage to

both sides in ap all-out nuclear exchenge could not be avoided under emy
conceivable circumstances. This would be true no matter how many MIRUTEMAN
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An interesting and important result of these studies was the clear
demonstration of the great contribution that an adequete fallout shelter
program could make to our damege-limiting capability. The analyses
indicated:

(1) That & properly planned nation-wide fallout shelter program
would contribute far more to the saving of lives per dollar
than an increase in MINUTEMAK missiles beyond the level we
reccommend.

(2) That even if the Soviets were to attack only our military
installetions, without an adequate fallout shelter program,
fatalities from fallout would be very high - about three times
higher than they would be with an adequaete civil defense program.

probeble make-up of Soviet forces during the program period. As I noted
earlier, for the more distant years these estimates must be considered guite
tentative since, in part, they rest on assumptions regarding decisions which
the Soviet leadership may not as yet have had to make. Our presently planned
program retains for us sufficient flexibility to make changes in time to
meet any Soviet program shift. We have ample manufacturing capacity for
POLARIS and MINUTEMAN, both of which will be in production for some years to
ccme. If more are needed in future years, we should be able to procure them
in time.

0 Obviously, these judgments are based on our present estimates of the

G. FINANCIAL SUMMARY

The Strategic Retaliatory Forces I heve outlined will require Total
Obligational Authority of $5.3 billion for fiscael year 1965. A comparison
with prior fiscal years is shown below:

(% Billions, Fiscal Years)

1962 1962 1963 1964 1965
Original Final Actual Estimated  Proposed

Total Cbligational
Authority 7.6 9.1 8.4 1.3 5.3
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III. CONTINENTAL AIR AFD MISSILE DEFENSE FORCES

The Continental Air and Missile Defense Forces include those weapon
systems, warning and communications retworks end ancillary egqulpment
required to detect, identify, track, and destroy unfriendly forces
approaching the North Americen Continent. A substantial part of the anti-
submerine forces are organized for continentel defense, but all of these
forces are included in the Navy's General Purpose Forces.

A. THE DEFENSIVE TASK

I believe it is apparent from my discussion of the Strategic
Retaliatory Forces that there is & very close relationship between those
forces and the Continental Air and Missile Defense Forces., To some extent

tretegic Retaliatory Forces can substitute for defensive forces since in
carrying out their own mission they can reduce the weight of an enemy
follow-on attack upon the United States.

The requirement for defensive forces is also closely related to the
size and character of our Civil Defense program, and while I will discuss
the details of that progrem seperately, its interaction with the
defensive forces will of necessity have to be discussed in this section.

Tn my past eppearances before this Committee I noted thet the weight
of the strategic threat against the U.S. was steadily shifting from manned
bombers to ICEM's and submerine-launched missiles. As I indicated garlier .
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Thus our principal concern in the years ahead continues to be the
danger of an ICBM and submarine-launched missile attack, and the main
thrust of our defensive efforts should be redirected to meet this rising
threat.

Our present continental air and missile defense forces were, for the
most part, built during the 1950's and were designed primarily to defend
against the manned bomber threat. As a result, today, they provide only
e limited capability to reduce the demage of & nuclear attack in which
long-range strategic missiles ere used. Clearly, we should be recasting
our defensive programs to recognize the change in the nature of the threat.

We have made a start in this direction &s shown On Table 3. A
merual backup to the SAGE system was reconstituted two years 8go and is
now being replaced with the semi-sutomatic Backup Interceptor Control
(BUIC) system, The mermed interceptor forces have been dispersed to
additional bases and funds were included in the fiscal year 196k budget

to provide for still further dispersal.
#capabilities of the BMEWS radar sites are being
improved. elected air defense radars are being modified to give them &

capability to detect missiles launched from submarines — The
air defense of southeastern United States has been considerably reinforced
by the addition of &an interceptor sguadron, seventy-two NIKE-

HERCULES, 576 HAWK surface-to-air missiles and T radar sircraft available
for offshore surveillance., We have also initiated the development of &
new missile defense system, the NIKE-X, )

With respect to Civil Defense, we have underway & broad program to
create a system of shelters, equipped &and provisioned to protect the
population from the fallout effects of nuclear attack, This program has
already produced shelter space for some 70 million individuals.

At the same time we have phased out gix SAGE direction centers and
one combat center, a number of radars, end five radar picket ships. I
will discuss the SAGE centers and lapd-based radars & little later in
connection with our future plans for the Surveillance Warning and Control
System. The five radar picket ships (DER) previously in the continental
defense forces were required to maintein one ship on station in the
Atlentic. However, the heavy seas in the Greenland-Icelend-U,K. barrier

o7
R

eI




T FRGE G ey M m T LB T e Ak

e BT s I b ATl AT 40 B2 17 (e

i
+
&
n
w2
&
[
7
.
o
2

area caused continuous damege to the DER's and seriously reduced the
effectiveness of their radars, and their role has been taken over by radar

aircraft.

But these adjustments represent only a beginning on the much larger
task of adapting our defensive systems to the future threat. The more
fundamental changes hinge on decisions which we have yet to meke with
respect to the NIKE-X and on congressional action on our Civil Defense
Program. Thus there would be little point in further improving our
defense against manned bombers unless we concomitantly improve our
defenses against the ICBM and submarine-launched missile threat, including
the defense of our population against fallout. The Continentel Air and
Missile Defense Forces Program which we are proposing for the fiscal
year 1965-69 period, therefore, must be considered an interim program -
pending fundamental decisions on the NIKE-X and on Civil Defense.

B. DEFENSE AGAINST MANNED BOMBERS

As long as the Soviet Union continues to maintain a force of
menned bombers capable of reaching U.S, targets, we must continue to
support & defense against them. Moreover, since we must assume that the
Soviet Union in an attack on the U.S. would strike first with its missiles
and then with its manned bombers, our prime concern must be to ensure that
the anti-sircraft system has a capability to survive the Soviet missile

attack.
i, Semi-Automatic Ground Environment System (SAGE)

As I pointed out last year, the heart of the entire aircraft
control and warning network has been the semi-automatic ground environment
(SAGE) system, which at that time consisted of 21 direction centers in the
United States and one in Canada. None of the U.S. centers were hardened,
seven were co-located with SAC forces, and two were located in close

proximitv to large cities. £ e f e a e

S

Since it was highly impractical to try to harden the entire SAGE
system, particularly its communications links, we had no alternative but
to construct a backup system which could operate independently of SAGE in
the event the latter was seriously dameged or destroyed. Accordingly, we
first reconstituted & manual backup to the SAGE system by establishing
NORAD control centers at 27 primé radar sites, thereby enebling those
facilities to identify enemy aircraft and direct our interceptors against
them, in addition to performing their normsl search and surveillance
functions. Ancther group of prime radars was provided with & more
limited ground control intercept capability and all the U.S, prime radars
were linked by a new communications system, SO that they could support




each other even if the SAGE system were destroyed. This effort entailed
additional menpower, &nd fallout protection and shielding for the crews,
as well as additional communicetions and emergency power facilities.

The manual backup phese was completed two years 8£0 and we
immediately started the construction of & more effective, semi-automatic
Backup Interceptor Control (BUIC) system consisting of 3L stations
co-located with prime raders, tnree of which will be in Canada. The 31
stations in the U.S. will inelude 20 of the 27 NORAD control centers which
will be converted from manual to semi-sutomatic operaticon by furnishing
them the necessary computers and related equipment. This programn wes
funded in fiscal year 1962-63 and, as shown on Table 3, the first nine
centers will become fully operational in fiscal year 1965 and the balance
in the next fiscal year.

When the BUIC system is operationsl, four more SAGE direction centers
" will be phased out, leaving eleven in the U.S. and one combined combat and
direction center in Canada. 1t should be noted that we are simply
providing the necessary backup to SAGE in the form of BUIC rather than in
the form of overlapping Or redundant SAGE centers. The twelve remaining
SAGE direction centers would permit the system to cperate, without overlap
of sectors, which will be adequate for the essential peacetime and pre-
strike control functions. In peacetime we must maintain continuous
surveillance of our air space in order to check ou% all intrusions, and
this the SAGE system can do quite well. In the pre-air battle period

gAGE could also prevent & goviet menned bomber oOr & simultaneous manned
bomber-missile attack from catching us by surprise, since the Soviets
would have to hold their bombers beyond the perimeter of our radar werning
system until after their missile attack was launched. These functions can
be performed &as well by the twelve SAGE direction centers operating in
Mode II, as by &any larger numbeT.

But for the trans-attack and post-attack periods, the SAGE system
glone would be of gquestioneble value because of its concentration and
vulnerebility. The twelve SACE direction centers backed up by the 3k
BUIC stations, however, will present a much more viable system, since the
BUIC stations will be widely dispersed away from other prime targets and
would not offer very profitable targets for ICBM sttack., Furthermore, the
crews will be provided with fellout protection needed to enable them to
function in the post-missile attack environment. The phase-out of the
four sdditional SAGE direction centers will save around $30 million &
year, which, together with the six previously phased out would produce
total savings of $82 million per year.

We propose to phase out two more combat centers in fiscal year 1968,
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Currently, the existing system of“search radars provides double
or triple coverage oOVer most of the country. For the time being, we
propose to retain this system pending the integration of the Defense radar
net with that of the Federel Aviation Agency, and fundamental decisions
regarding other elements of the future manned bomber defense system.

As shown on Table 3, we reduced the total number of search radar
sites in fiscal years 1963-64 by 7 through the elimination of 23 old
sites (including the 17 I mentioned to you last year) and the addition
of 16 new ones to round out the needed coverage. Included in the 16
are 7 new radar sites being established B
IE? in order to provide radar coverage for the BOMARC air defense
missiles deployed along our northern border. These T radars were planned
guite a few years ago but will just be coming into operation during the
current fiscal year.

¢ erk A

B DEWLINE redars, |ttt L
EERNY a5 ennounced last year. y meking certain
guipment configuration, it was possible to close down.
intermediate TEWLINE stations in Canade and eight in Alaska and still
provide for adequate early warning. No change is now contemplated 1n the
IEWLINE extension radars or in the off-ghore radars during the program
period.

As T have indicated previously the radar programs I have described
must pe considered tentative because we are now working with the Federal
Aviation Agency (FAA) on & plan %o coordinate our radar coverage with
theirs. We believe that an internetting of the two systems may permit a
sizeable reduction in the total number of radars the Defense Department
and FAA have to support. Some redundancy in radar coverage is obviously
necessary to enhance the survivebility of the system as & whole, but this
redundancy should not come gbout simply becasuse there are two Government
egencies requiring radar coverage. The FAA must have & radar network to




carry out its peacetime function of air traffic control. There appears
to be no good reason why these radars cannot also be used by the Defense
Department in carrying out its respensibilities.

2. Manned Interceptors

As shown on Teble 3, the manned interceptor force conslsts of about
800 all-weather aircraft in the active units committed to the defense of
the North American Continent. In addition there are sbout 550 Air
National Guard aircraft, of which & few from each squadron are maintained
on runway alert, and & number of Canadian squadrons committed to NORAD.

Funds were requested in the fiscal year 1964 budget to provide
additional facilities at 21 existing United States alrfields to permit
the dispersed deployment of around 25 percent of the active interceptor
force for extended periods of time. These dispersal bases now have only
a limited capability for the support of interceptor aircraft.

We still plan to retain all available interceptor aircraft in the
force throughout the fiscel year 1965-69 pericd. As shown in Table 3,
the number of aircraft will decline graduslly because of attrition although
by . the end of fiscal year 1969 we will still have sbout 750 interceptors
in the active force. The Air National Guard during this period will be
considerably modernized by the replacement of the F-86's, F-100's, and
some F-89's with F-102's. By the end of fiscal year 1968 the continental
defense aircraft elements of the Air National Guard will consist of
200 F-89's and about 350 F-102's and these will be continued through fiscal
year 1969.

We believe that this force is appropriate for defense agalnst what
we presently foresee as & declining Soviet manned bomber threat. However,
if the Soviets should deploy & new long-range bomber, which the intelligence
community as a whole does not consider likely, we would have to re-evaluate
the size and character of our interceptor force and particularly the need
for modernization.

3. Possible Future Manned Interceptors

I informed the Committee last year that whether or not the Soviet
Union actuslly deployed & new long-range bomber we intended to meke &
thorough study of the entire problem of modernizing our manned
interceptor force. Such & study was completed by the Air Force last year.

There are actually a number of aircraft already in production,
under development, or in operation which could be adapted to the interceptor
role, including the F-h4, the A-5, the F-111 (TFX), and the C-135B, the
last serving as an air-to-air missile pletform. Still another possibility
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would be & completely new interceptor (IMI) based upon some of the latest
work done on airframes and engines. One of the surprising conclusions

of the Air Force study is that any one of these five systems would, for
the same total program cost, provide roughly comparable defenses against
a fairly wide range of possible bomber threats.

Thus, the selection of aun advanced interceptor would most likely
heve to be based on other considerations, for example, availability, the
degree of confidence in system characteristics and in the cost estimates,
vulnersbility to no-warning and an intensive defense supression attack,
dependence on ground control, usefulness in & TAC role, effectiveness
against a supersonic bomber threat, etc. Each of the five alternative
systems has its own particular strengths and weaknesses in terms of these
"secondary" criteria. Selection of any one of these systems involves
some kind of uncertainty. A mixed force of IMI's and C-135's would probably
provide the most effective eir defense against a large bomber threat, but
deployment of both systems would hardly be justified iIn terms of cost.
Against a supersonic bomber threat, the IMI would c¢learly be superior.

Thus we have a number of good choices for a "follow-on" interceptor
and we will continue to have these choices for some time. But until we
can better discern the character of the future manned bomber threat and
determine the proper balance among the three basic elements of our
defensive posture, i.e., defense against manned bombers, defense against
ICBM's and submarine-launched missiles, and civil defense, it would be
premature to meke the choice. Meanwhile we are proceeding with the
production and improvement of the F-u4, the development of the F-111 and
development of & number of subsystems which might be needed by & new
interceptor.

L. Surface-to-Air Missiles

As I pointed out last year the Air Force's BOMARC missiles are
concentrated on just eight soft bases and therefore are highly vulnerable
to an initial ICBM atteck. The present BOMARC force 1s mede up of 195
BOMARC-A and 188 BOMARC-B's on launchers. Six of the eight BOMARC bases
are partially equipped with the BOMARC-B. The BOMARC-A’s have a much
shorter range than the BOMARC-B's - 200 miles vs. LOO miles; the A's
have no low altitude capability while the B's do. Accordingly, we now
propose to phase out the "A" missiles in fiscal year 1965 with a saving
in annual operating costs of $10 million. We propose to retain the "B"
missiles in the force through the programing period, as shown on Teble 3.
The 188 BOMARC-B's will be distributed over six bases.

NIKE-HERCULES continues to be & very useful air defense weapon

system. Together with the Missile Master and Birdie control systems,
NIXE-HERCULES cen operate independently of SAGE and will also be gble to
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operate together with the BUIC semi-automatic backup system. Accordingly
we plan to continue the HERCULES force intact through at least fiscal
year 1969, but with the Army National Guard teking on an increasing share
of the on-site operation. By the end of fiscal year 1965 theGuard will
be operating [l NIKE-HERCULES missiles and the active Army [ PERGIRE
tentatively plan to continue this division of responsibility throughout
the program pericd, &s shown on Table 3.

The older NIKE-AJAX operated by the Army National Guard will be
completely phased out this fiscal year.

In the fall of 1962, in response to the Cuban crisis, we added T2
NIXE-HERCULES to the Continental Air and Missile Defense Forcesfor
deployment in Florida, reising the total number of NIKE-HERCULES from

ﬁmant the end of fiscal year 1962 to by the end of fiscal year
1963, the number we now plan to continue in the force. At the same time
ve added |MENGEENEENEE of the HAVK [N to the Continentel
Air and Missile Defense Forces for deployment in Florida and these
missiles will also be continued in the forces through the programing
period,

I informed the Committee last year that we proposed to re-locate
20 NIKE-HERCULES batteries either to the Midwestern part of the U.S. to
defend our hardened ICBM forces and military control centers, or to the
Southeast to protect cities in that area. These units are now located
at soft SAC bases and at Thule, Greenland. Since the soft SAC aircraft
bases would be prime targets for Soviet ICBM attack, NIKE-HERCULES
batteries would not be very effective at such installations, but they
could be of considerable value in defending hard missile sites and
control centers against a follow-on attack by Soviet manned bombers.

We now plan to redeploy 22 HERCULES batteries during fiscel year
19545 and fiscal year 1966, mostly for the protection of our hard missile
sites. Multiple launch areas will be prepared for all of the fire units
in order to reduce their wvulnerability to a defense suppression attack.
The initial cost of this redeployment is estimated at about $50 million
in fiscal year 1965. However, the contribution these NIKE-HERCULES
batteries can make to the defense of our hard ICBM and control sites is
well worth this cost. At the very least, they would force the Soviets to
program either a large number of strategic missiles or a combination of
missiles and aircraft against each of the hard sites - thus making the
cost of destroying any one of them extremely expensive. The specific
re-siting plan is still under study, but a decislon will be reached soon.

C. DEFENSE AGAINST ICBM ATTACK

A defense against ICBM attack continues to be the most difficult
problem confronting us in the Continental Air and Missile Defense Forces




Program. The problem involves both warning and
the attacking missiles.

an active defense against

1. Ballistic Missile Early Warning System (BMEWS)

BMEWS is our primary warning system ageinst ballistic missile
attack. All three stations of this system - at Thule, Greenland; Clear,
Alaska; and Fylingdales, U.K. - are now in operation.
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While it is conceiveble that the soviet Union could "end run'"
BMEWS by launching an ICBM attack over the Antarctic, it is not a very
likely contingency since both the accuracy end the payload of the

missile would be significantly reduced. / - "l R
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g vowy ok o an attack from a more likely
r without an attack across the

directioh, i.e., across the Arctic, with o
Antarctic, it is reasoneble to assume that the
be able to provide adequate warning.

BMEWS as now planned would

2. Migsile Defense Alarm System (MIDAS)

Ly B L . A - . . - .

. e, e , 21 e . L . .
e St T T e dE e T o N : g
) = . ; N B R A N R 20 e wd

. . . Tl . FRR - FE
. . G s )
+ < 2
4 LA, f, N a .
* h £l - e
“
@ = y
ta Bl
a : .
& " A » oo o .
€ ' * - F . @ ¢ ? ¢ - & F & s AL a
L 0




S ECRE D

N e
PRSI
et

faas i ia

In fiscal. year 1963 we started a new program for the development
of an over-the-horizon radar T s et e er i)

5 St SR [~
launches. A prototype system 1s already in operation. Seven million
dollers wes applied to this project in fiscal year 1963, $10 million in
fiscal year 1964, and $10 million more is {ncluded in the fiscal year 1965
budget. If successiul, this development could serve the purpose

T S s s L e namely, & beckup to BMEWS. Such & radar
would also be able to detect missiles launched in any direction, for
example, over the South Pole. B o i T TR e e e
T g a7y and could provide earlier information on missile
raids than BMEWS. It would also provide greater confidence by confirming
BME«WS warning. T ""'b‘"“t}’-'“"f-';.'; a0y s 11 1_ ;-l:__._._:‘»;}, ‘_'_' ‘v_‘. S ,‘ oy i -
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The Bomb Alarm System is designed to provide automatic detection of
nuclear detonations at selected eites in the NORAD area of responsibility
and to reley this informetion immediately and sutometically to the central
display centers, both for military and civil defense use. The system has
been in operation now for sbout & year and & half with continuing costs
of about $4 million ennually.

Another, more sophisticated system, NUDETS (Nuclear Detonation
Detection and Reporting System) has been proposed. NUDETS would be
designed to provide timely information to elements of the National
Military Command System (NMCS), to other military commands and to civilian
agencies on the yield, height of burst and ground zero of nuclear
detonations in the United States for purposes of damege essessment and
fallout prediction. The first phase of the system - & four-site complex
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centered on the Washington, Baltimore, Norfolk area - should be completed
by the end of the current fiscal year. Depending upon the results of
tests of this complex during fiscal year 1965 and further technical -
studies to be conducted under the direction of the Defense Communications
Agency, & nationwide system is a future possibility. The cost of these -
studies in fiscal year 1965 is estimated at $0.5 million,

5. NIKE-X and NIKE-ZEUS

Last year, for the reasons which I outlined at the time, the
Depariment of Defense initiated a major program for the development of &
new anti-missile defense system, NIXE-X, in place of the NIKE-ZEUS then
undergoing test and evaluation. At the same time, the NIKE-ZEUS program
wes limited to the study of re-entry phenomena and defense techniques,

Sow oy WA s o .. .
BN R . O et

The NIKE-X is designed to provide three improvements over the NIKE-
7FUS system: (a) A high acceleration missile, SPRINT, which would be fast
enought to provide time for atmospheric discrimination by allowing most
re-entering objects IR A N
before the SPRINT has to be fired; (b) A Multi-function Array Radar (MAR)
which woulé have the capability to acquire and track B

thus reducing the probability that
the system's rate of fire could be limited by saturating the redar; and
(¢) Components which could be sufficiently hardened to make direct attack
on the system unprofitable.

A small proportion (about 10 percent) of the missiles in each battery
would be NIKE-ZEUS ia order to provide a capebility for above atmosphere
and extra range interception, where circumstances -permit. This capebility
would complicate the enemy's problem, since he could not depend on his
missile being intercepted only after it had re-entered the atmosphere.

The continued testing of the NIKE-ZEUS and preliminary studies of
the NIKE-X system's characteristics and effectiveness provide grounds
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for believing that the technical problems of at least a partial defense
against a ballistic missile attack may be solved within the next several
years. The NIKE-ZEUS test program has met with considersble success. Of
NGEMEE . .+.:] intercepts attempted at XKwajalein Island , e ¥ successful
Ko imilate combat
conditions, they are sufficiently realistic to establish confidence in the
system's major components. Developmental missile firing and component
testing have also continued at the White Sands Missile Range and a
NTKE-ZEUS tracking radar installed at Ascension Island has been collecting
data on ICBM re-entry bodies launched down the Atlantic Missile Range.

Analyses of the NIKE-X system completed to date provide some basis
for the belief that the three criticel characteristics required of the
system, which I described earlier, can eventually be satisfied. However,
major problems have yet to be solved before we will have sufficient data
upon which to consider & decision to produce and deploy the system. Three
projects, already underway, will contribute importantly to this end: (=)
A ZEUS discrimination radar was installed at Kwajalein in September 1963
end over the next year should produce a considerable amount of information
concerning discrimination techniques against various types of penetration
aids; (b) A proto-type Multi-function Array Radar (MAR) will be installed
at White Sands Missile Range in June 1964, and several other phased-

will also be tested during the next year, thus contributing

array redars
importantly to our knowledge of this type of radar technology; and (c¢)

Components of the SPRINT missile will be static-tested in 196h; the first
full-scale SPRINT test is scheduled for late 1965.

By next year, therefere, we should have considerably more
information upon which to base & judgment on the technical feasibility
of the NIKE-X system, A large number of detailed technical, strategic
ard economic problems, however, mist still be solved before an effective
vellistic missile defense system can be deployed. Components must be
developed to withstand very high accelerations and temperatures.

Menufacturing techniques must ve devised for the production of

thousands of efficient, reliable tubes and components.
A T oy '_‘"ﬁ-' . A.‘ oz ‘A _: [ Tt ‘ . .
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Pihile none of these problems is considered
vesult in delays and Increases in costs.




Far more important: the effectiveness of an active ballistic missile
defense system in saving lives depends in large par® upon the existence
of an sdequate civil defense system. Indeed, in the &bsence of adequate
fallout shelters, en active defense might not significantly increase the
proportion of the population surviving en "g11 out" nuclear attack.
Offensive missiles could easily be targeted at points outside the defended
erea and thereby achieve by fallout what otherwise would have to be
achieved by blast and heat effects. For this reason, the very sustere
civil defense program recommended by the President, which I will discuss
later, should be given priority over procurement and deployment of any
mejor additions to the active defenses.

Moreover, before we make the huge investment required for the deploy-
ment of an anti-ballistic missile defense system, we must carefully
consider what additional civil defense measures might be required for the
population. The effectiveness of the NIKE-X system sgainst attacks
employing decoys would vary with the altitude at which the incoming warheads
must be engaged. The lower the altitude, the better the chances of
diserimination, but the greater the chance that the weapon might be
detonated before it is intercepted. Budt, the lower the altitude at which
the weapon is detonated, the higher the blast and thermal effects on the
ground for any given yield, Thus, to the extent that we can protect the
population against the blast and heat of a nuclear explosion, we can wait
longer before engeging an enemy piscile and can thus be surer that we
engege the warhead, not a decoy.

Finally, we would have to continue and perhaps improve our defenses
against manned bombers since the NIKE-X alone could not defend cities
against e bomber attack or cruise missiles.

Accordingly, we propose to continue the NIKE-X as & high priority
research and development program without any commitment at this time to




its Wltimate production and deployment.
procurement in fiscel year 1966, if such & decision is found warranted at

that time, would permit the deployment of the system beginning in 1969-70,
with complete deployment by 1972-73. The NIKE-ZEUS test program will be

completed in fiscal year 1965.

D. DEFENSE AGAINST SUBMARINE-LAUNCHED MISSILES

Second only in importance to defense against ICBM attack is the
problem of defense sgainst submarine-launched missiles.
this problem entails three different types of capabilities:

(1)
(2)

The detection and tracking of enemy submarines.

cpportunity to launch their missiles,

(3)

once they have been launched.

A decision to commence

The solutlon to

The destruction of these submarines before they have an

The detection, tracking, end destruction of the missiles
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To help provide the first capability, we have an undersea/
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Recognizing the growing seriousness of the missile-launching sub-
marine threat, we are continuing & very ambitious research and development
effort in the submarine detection area. This effort, known collectivel

I

as TRIDENT, is included in the Research and Development Program.
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We are also supporting & large-scale experimental effort in the long
range active detection of enemy submerines. This project, known &s ARTEMIS,
is directed at extending our basic knowledge of sonar techniques, particu-
lerly in acoustics, & science which is vital to the long range detection
and surveillasnce problem. The 1965 Research and Development Program will
also support continued work on the development of aircraft-monitored sono-
buoys, still another approach to the difficult surveillance and tracking

problems.

['°'"ﬁ3 “ "« . | the detection systems under development, cen only
provide information on the presence and location of enemy submarines.
Destruction of the submarines, the second cepability, must be accomplished
by the ships, eircraft, and submarines of the Navy's anti-submarine
warfere forces which I will discuss in detail under the heading of General

Purpose Forces.

With regerd to the third capability, we do not now have any
significant defense against missiles once they are lsunched by enemy
submerines. Our principal active defense capability esgainst submarine-
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launched missiles lies in our systemir detecting, tracking, and destroy-
ing the submarines before they can leunch their missiles.

We have, however, been studying and testing the feasibility of
modifying certain radars to give them a capability for detecting missiles
launched from submarines. These tests were successful and we are now
sbout to modify selected eir defense radars on the East, West, and Gulf
Coasts to give them Some capablllty against sheorter range missiles launched
from submarines L e thereby providing at least a few minutes of
warning. About $7 milllop was included in the fiscal year 1964 budget for
this purpose, $15.9 million is included in the 1965 budget, and $5.5
million will be required in fiscal year 1966, meking a total of about
$28 million. The NIKE-X system, if we decide to deploy it, would then
provide the primery capability against submarine-launched missiles.

E. SPACE SURVEILLANCE

Although attack from enemy satellites is not a very likely threet
for the immediate future, it is a possibility and we must develop the
necessary techniques and equipment now so that we could quickly provide a
defense if the need should ever arise, The first element of such a
capebility is to be able to detect and track all objects in orbit, which
is now being done through the Space Detection and Tracking System (SPADATS)
under the control of NORAD, SPADATS is a combination of the Navy's Space
Surveillance (SPASUR) system and the Air Force's SPACETRACK. Deta from
this consolidated system, plus additional 1nformation from scientlfic
centers, other military systems such as BMEWS and -

and Alaska, are fed to the surveillance center at NORAD where a
catalog of all space objects is maintained.

A new large phased-array prototype radar will be instalied this
spring at Eglin Field, Florida, thus greatly increasing the capability of
the system to track and classify large numbers of orbiting objects. For
detecting cbjects beyond effective radar range an optical search system
is beln- 1nstalled at Cloudcroft New Mexlco. e

Further improvements to SPADATS are proposed for fiscal year 1965,
including initietion of reseerch and development on high accuracy radar
tracking techniques which would improve our ability to identify and
intercept satellites.

Work will e2lso be continued on the Satellite Inspector project
designed to develop equipment and techniques for inspecting objects in
space in order to determine whether they are friendly or hostile. Because
of the potential importance of a workable satellite inspection system, we
are also providing funds to explore other possible approaches. The
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Advenced Research Projects Agency's (ARPA) budget for the current fiscal
year includes funds for the study of the feasibility of developing ground-
based techniques for determining satellite characteristics. Much of the
technology that would be required for such a capability is closely related
to ARPA's Project DEFENDER and the studies will be carried out in
conjunction with that project.

F, FINANCIAL SUMMARY

The Continental Air and Missile Defense Forces I have outlined will
require Total Obligational Autherity of $1.8 billion in fiscel year 1965,
A comparison with prior fiscal years is shown below:

($ Billions, Fiscal Years)
1962 1962 1963 196k 1965

Original Final Actusl Estimated Proposed

Total Obligational
Authority 2.2 2.1 1.9 1.9 1.8




IV. GENERAL PURPOSE FORCES

The General Purpose Forces include most of the Army's combat and
combat support units, virtually all Navy units, all Marine Corps units,
and the tactical units of the Air Force. These are the forces upon
which we rely to perform the entire range of combat operations short of
general nuclear war.

A. THE REQUIREMENT

Although we have made a great deal of progress during the last two
years in exploring and defining the broad requirements for General Purpose
Forces, the size and character of these forces are more difficult to
determine than that of strategic forces. This is so for several reasons:

1. The wide variety of possible contingencies they must be prepared
to meet ~ ranging from counterinsurgency operations in such
places as Vietnam to a large-scale conventional or tactical
miclear war in Europe.

2. The many uncertainties regerding the size, dispositionm,
readiness, and effectiveness of the opposing forces they may
have to engage.

3. The close interdependence of our General Purpose Forces with
those of our Allies around the world, particularly in the NATO
arca.

L. The relatively more important role that the reserve components
play in the General Purpose Forces.

S. The interaction between the size of the forces and the ability to
deploy them rapidly to wherever they may be needed.

6. The sheer number and diversity of the units, capabilities, weapons,
equipment, and supplies involved.

Although one of the major objectives of our General Purpose Forces is
to keep open as many useful military options as possible, we must recognize
that we cannot hope to be fully prepared to meet every conceivable contin-
gency and, for that matter, neither can our opponents. Moreover, the record
shows that our ability to predict contingencies is quite limited. Accord-
ingly, we must build into our General Purpose Forces a capability to deal
with both the kind of contingencies we judge to be most likely and the kind
we judge to be most vital to the security of the United States and the free
world.

For example, a large-scale Soviet attack on Western Europe, while not
one of the most likely contingencies, would be extremely dangerous 1o our
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own security, and would compel us to respond immediately with whatever force
was needed to halt the onslaugbt, even with tactical nuclear weapons, if
pecessary. Thus, we must continue to provide in our General Purpose Forces
a capability to participate with our Allies in a large-scale war in Europe,
both with and without nuclear weapons.

But the capability to deal with the largest and most dangerous con-
tingency does not necessarily give us the capability to deal effectively
with the more likely omes at the lower end of the scale. We learned that
jesson in Vietnam. The xinds of forces, equipment, training, and tactics
required for counterinsurgency operations, which appear to be the most
likely type of contingency we are apt to encounter during the balance of
this decade, are quite different from those needed to fight large-scale
conventional wars, not to speak of wars involving the use of tactical
nuclear weapons. This capability, too, mst be provided in our general
purpose forces, both for our own use and to assist in training the forces
of other free world nations.

Falling between these two extremes is the wide range of contingencies
which stem from overt armed aggression by a Communist state against a
neighbor. Forces to deal with such contingencies must also be available.

As I informed the Committee last year, vwe studied a large number of
limited war situations and examined the specific ground and air tactical
forces we would need to deal with them. While we recognize the limitations
of these studies, they were of great assistance to us in assessing the
capabilities of our ground and air tactical forces to cope with such
situations in various parts of the world, and in some casesS in more than
one place at the same time.

On the basis of these analyses, we concluded last year that:

1. Readiness and mobility can greatly reduce requirements for general
purpese forces, in the sense that they increase the effectiveness
of available forces.

5. Modern equipment, weapons, and munitions in gufficient quantity
to support the existing forces in sustained combat are more
important at this time than more military units.

3. In many cases, proper support of indigenous forces on the scene
can give a greater return to collective defense than additiomal

U.s. forces.

4. The presently programed force, in general, could by non-nuclear
means alone, counter a wide spectrum of Sino-Soviet Bloc
aggressions in regions other than Europe.
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5, With regard to Europe, the presently programed U.3. forces,
together with the present forces of other NATO countries, would
not be zble to contain an all-out conventional Soviet attacl

without invokins the use of nuclear wedpons.

Our continuing study of this problem during the last year has not
significently altered these conclusions, with one important exception. An
intensive study of the size and character of Communist ground forces has
convinced us that our ability to deel with conveatiocnal attacks in Europe
15 greater than had previously been supposed. I have been convinced for
some time, as have meny members of Congress, that we have been over-
estimating the size and capability of the Communist ground forces. These
inflated estimates have led, in turn, to an unduly pessimistic view of our
prospects in non-puclear war. Actually, the problems we face in this area
are related more to readiness, deployment capability and certaip shortages
in equipment and stocks than they are 1o overall manpower levels or defense
budgets.

It is clear, therefore, that mumbers of divisions, alone, are not a
good measure of combat effectiveness. Manning, non-divisional combat
support forces and levels of equipping end supply must also be taken into
account. These are the factors which give the divisions their "staying
power". U.3. mechanized divisions, for example, are backed up by about
two and a half times as many non-divisional cambat support personnel, e.g.,
corps artillery, combat engineers, etc. as their Soviet counterparts. The
U.S. divisions have far more personnel in maneuvering units, more engineers
end signal units, and more light ermored personnel carriers, and far more
orgenic eircraft availeble in support then Soviet dlvisioms.

Because of the wide differences in the manning, equipping, support,
etc., of the various national forces, it is extremely difficult to make any
direct comparisons between the NATO and Warsaw Pact forces, or even among
the national forces of each of the alllences. Moreover, many other important
factors including esprit de corps and leadership must be taken into account.
Nevertheless, it 1s clear that U.S. divisions and their combat suppcrt forces
have about twice as meny men as their Soviet counterparts, and they are better

equipped.
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Cur most recent studl

year, namely, that:

(1) The forces envisioned in NATO p

es support the general conclusions reached last

of 1966, fully

manned, trained,

hold en initial Soviet

equipped, and prop

lans for the end
erly positioned, could

attack on the Ce

alone;

(2) Until these

ntral Front using non-puclear means

L

requirements are met [ ® .
‘ ’ the defense of Europe sgainst an all-out Soviet




attack, even if such &n attack were limited to non-nuclear means, would
require the use of tactical nuclear weapons on our part.

Although the curreant force goals are well wvithin the capsbilities
of NATO, we are still some distance from achieving them. We believe that
the present U.S. contribution of filve oy divisions and three separate
regiments, plus KNS ST YRR divisions, is a
fair share of the total requirement, considering our responsibilities for
furnishing the strategic nuclear forces for RATO and for supporting pllies
in other parts of the world. Accordingly, we gt11l hold to the posifion that
the balance of the RATO force requirements should be provided by our NATO
partners. And this was the view I reiterated to the NATO Council of

Ministers last December.

Some progress hes been made in this direction. within the last year
our NATO partners have increased their defense budgets by about $1.3 billion,
from $18.7 billion to $20 billion. However, 4t is becoming increasingly
clear that the real problem is not so much Bn overall increase in defense
budzets as it is & better balence of effort, particularly in the deployment
of available forces end in the provision of combat consumables.

One final point: most of our non-nuclear requirements studies to
dote have concerned themselves with the militery requirements for defending
Europe against the Bloc's major capebility, & massive attack. I believe it
is at least equally important that NATO have strong conventional forces for
use in contingencies which mey arise over Berlin, or imn other contingencies
whose course is hard for us now to predict. In either case, our abllity to
put pressure on the Soviets - a crucial element in crises of this sort - may
depend on our ability to make limited military moves without using nuclear
weapons. In this connection, what matters most is not the size of the
available forces but their readiness, their disposition and their mobility.
For this reascn we are making every effort to improve the capability of our
forces for rapid transport and deployment. I shell outline these efforts in
detail in connection with my discussion of our eairlift and seallft forces.

As I informed the Committee last year, we are in considerably better
shape with regard to lend-based tactical airpower in the NATO area than ve
ere with regard to ground forces. SR P . e
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These totals do not reflect the definite qualitative edge on the side
of NATQ. For example, the bulk of Allied tactical aircraft can carry twice
the payload farther tbhan their Bloc counterparts. In fact, most Bloc air-
craft could not reach marny important NATO targets from avaeileble bases,
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especially at the low altitudes at which our air defenses would force
them to fly.

The NATO tactical air forces, however, have several serious weak-
pesses which, if not corrected, would tend to degrade NATO's other
advantages. NATO aircraft are presently concentrated on too few ajrfields
and in unprotected parking areas where they are highly vulnerable to
attack. Also, non-U.5. NATO forces are still short of combat supplies and
properly trained personnel. We heve undertaken a number of measures to
overcome the deficiencies in our own forces, which I will discuss later in
context with the Alr Force general purpose forces. Air superiority in the
NATO area is essential to our defensive strategy, since we depend upon that
superiority to disrupt enemy supply lines and prevent reinforcement of Bloc
ground forces in Europe.

In our Judgment, resources allocated to the Navy general purpose
sorces are adequate to meet 1imited war requirements in Europe and else-
where in the world. The principal problem here is to ensure that the com-
position of the Fleet is such as to provide us with a capebility to deal
with important contingencies. I will discuss this particular problem when
I talk sbout the shipbuilding prograiu.

In summary, Our requirements studies indicate that, except in the
case of a massive attack by the Soviet Union or Communist China, we,
together with our allies, have sufficient active forces for the initial
stages of & conflict, without immediately rescorting to puclear weapons. It
would, however, be necessary to mcobilize reserve component units rapidly at
the start of a conflict in order to provide the additional forces needed to
sustain combat and to reconstitute the strategic reserve. And, in all
cases, it is clear that ultimate allied success would be heavily dependent
upon achieving early air superiority and upon having sdequate air end sea
1ift.

Our capability for dealing with Commmnist aggression will be
importantly influenced by congressional action on the Military Assistance
Program. Our general purpose forces, to a large extent, are designed to
support our Allies around the world.. Thus, the size and quality of the
forces of our Allies have an important bearing on our own requirements for
general purpose forces. Indeed, in the NATO aree and the Far East, the
forces of our Allies clearly outmmber our own, although they leck in meny
respects ouwr readiness and cambat power.

Most of our European NATO Allies are now in & much better position to
support their military forces, but our Allies in the Middle and Far East,
and particulerly those close to and jmuediately threatened by Communist
power, still need substential amounts of both military and economic
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assistance. These countries have the manpower, but they do not have the
needed weapons and materiel; and, in some cases, they cannoi even meet
their military payrolls from their own resources. For these countries,
military assistance -- and in selected cases, economic assistance as well
-- 1is absolutely essential 1f they are to continue to play their proper
role in the collective defense of the free world.

There is no gquestion in my mind that where the nations involved have
the will to defend their independence we can help them best by providing
the required materiel, training and budgetary support for their military
forces, instead of increasing our own general purpose forces. While ve
must aiways be prepared to meet our military obligations to our allies, it
is in the interest of the entire free world for nations threatened by
Comaunist attack or subversion to defend themselves insofar as possible
without direct intervention by U.S. wilitary forces. Thus, from every
point of view, it is in our own national interest to help provide these
netions with both the military and the economic means to defend themselves.
Indeed, we are still convinced that dollars spent for militery assistance
can often make a much greater contribution to the collective defense of
the free world and thus to our own security than an equal number of dol-
lars spent for our own forces.

The requirement for active duty general purpose forces is also in-
fluenced by the size and character of our reserve forces. Te the extent
that our reserve units can be brought to bear in a timely manner, the re-
quirement for active forces is reduced. But to be fully effective, certain
portions of our reserve foroces must be maintained at a high level of
readiness, since as we have seen, & quick response to actual or threatened
Cormunist aggression can do much to forestall the need for a much greater
military effort later when the situation has already deteriorated. Thus,
there is a great premium on highly ready reserve forces which can augment
quickly our active forces.

Because the time element is SO important in limited war situations,
we must also take into account other means for reducing reaction time in
our evaluation of the general purpose forces requirements:

(1) The deployment, in advance of aggression, of suitable U.S.
forces to potential trouble areas;

(2) teacures to maintein the readiness of the forces held in
strategic reserve in the U.S. for gquick deployment overseas;

(3) Adequate airlift and sealift to move additional forces to
the place of need; and

(4) The prepositioning of equipment end supplies in potential
trouble areas overseas.
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In some of the situations we have studled, ve have found that our
ability to move forces promptly and support them in combat overseas is
the limiting factor and not the number of divisions available.

A1l of these considerations -- the broad range of military capa-
pilities required, the coordination of our efforts with those of our
alljes, the close relationship between our own military program and the
assistance we give our allies, the abilities of our reserve camnponents,
and the various alternatives we have for increasing our readiness --
must be taken into account in determining the requirements for general
purpose forces.

B. ARMY GENERAL PURPOSE FORCES
1. Active Forces

The United states Army, during the last three years, has been
increased in size but even more in combat effectiveness. The active duty
strength was raised frem sbout 858,000 at the end of fiscal year 1961 to
about 972,000 planned for the end of the current fiscal yedr. The number
of combat-ready divisions was increased from 11 to 16 by bringing three
training divisions up to full combat strength and by creating two new
divisions. In addition, a provisional air assault division was established
to test new concepts in air mobility. By June of this year all of the 16
regular Arrgy divisions will have been reorganized on the ROAD concept,
thus greatly increasing their non-nuclear firepower and tactical mobility,
and significantly increasing thelr organizational flexibllity.

Mz jor increases were also mede in non-divisional support units --
artillery, surface-to-surface missiles, and air defense battaliomns. Al
of the liquid fuel REDSTONE end CORPORAL battalions will be phased out by
this surmer and replaced with solid fuel SERGEANT and PERSHING battalions.
The mummber of Special Forces Groups including those currently employed in
counterinsurgency operations hes been more than doubled and their overall
personnel strergth gquadrupled. In addition, Army procurement has been
substantially increased.

The Army General Purpose Forces proposed for the fiscal year 1965-69
period are shown on Table 4. The number of combat divisions remains at
16. One mechanized division is now being converted to an armored division,
and the provisional air assault division will be continued to permit
completion of the test program novw underwvay. The 97k, 000 end strength
planned for fiscal year 1965 includes 15,000 men for this division and
reloted spaller units. The division was formed in February 1063 with an
infantry battelion size force and a reduced air transport brigade. The
battalion size force was expanded to & brigade last fall. The reduced
strenzth air transport brigade also has been increased in strength. Tall-
scale division tests are scheduled for late in fiscal year 1965. Joint
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exercises with the Air Force will 8lsoO be conducted under the auspices of
the Strike Ccommand. We will then be in & position to decide on the
future implementation of the air mobility concepts reccrmended by the
Howze Board two years ago.

There are & number of other minor changes in the non-divisionsal
forces as compared with lest year. We had planned, &s part of the ROAD
reorganization in Europe, to use some of the resources freed by the phase-
out of the infantry battle groups to create & new airborne brigade. This
is no longer necessary, inasmuch as the contingency for which this
brigede was required can be covered by the rapid deployment of forces now
in the U.S. Moreover, v€ iptend to retain the eirborne caepability now
provided within one of our divisions in Europe. This capability would
have been eliminated had the additional brigade been formed.

Another chenge from last year is the addition of the seventh Special
Forces Group in fiscal year 1964, The total strength of these units will
pe increased to N e PSRN ot the end of fiscal year 1961.

In the surface-to-surface missile category, the only change from last
year is the elimination of the six battalions of LACROSSE, It was decided
that in view of the rapid introduction of other weapons such &s the improved
HONEST JOHN, the 175mm gun, the new 8" howitzers, and the potential savings
in manpower and other operatlng costs that might be applied to higher
priority programs, these units should be phased out earlier then originally

planned.

A pumber of important changes bave been made in the Army's air
defense program. As I meptioned earlier in connection with the Continental
Air and Missile Defense Progrem, one battalion of HERCULES and two battelions
of HAWK were transferred from the Army General Purpose Forces to the
Continental Defense Forces for the defense of southern Florida. The
muber of HERCULES pattalions, however, will increase by two &5 previously

planned.

last year we had planned to iptroduce the MAULER air defense missile
into the force beginning in fiscal ye&ar 1966, and provide one battalion

per Army division by end fiscal year 1968. However, the MAULER development
program has slipped badly &s & result of unforeseen technicel problems and
we have decided to lesve 1t in development status for another year. Mean-
while, we are exploring plternative systems to meet the air defense require-
ment in the forwerd battle area. I will discuss this effort in greater
detail in connection ywith the Research and Development Program.

2. Army Reserve Components

Two years ago we jpitiated & maJOT realignment of the Army's reserve
camponents to enhance their sbility to gugment the active Army during periods
of grave international tension or during limited wars. This realigrment was
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completed last summer and, in fact, the units completed their sumer
training under their new designations. All of the Army Reserve and
Guard divisions are now organized under the new ROAD concept.

But, as we anticipated last year, the Army's reserve components
have suffered a heavy turnover of perscnnel and their paid drill training
strength as of December 31, 1963 (about 618,100}, is no greater than it
was at the end of fiscal year 1962, when 78,200 reservists called up in
1961 were still on active duty. However, there is one significant
difference - the conditicn of the reserve component units is superior to
what it was two years ago, because: (a) All units must now maintain at
least 90 percent MOS qualified personnel; (b) The reserve components must
apply the same high recruiting standards used for enlistment in the active
Army; (c) Ne units are permitted to exceed their authorized strength; and
(d) Personnel orn paid drill training status are required to meet specific
standards of attendance and performance.

Ir accordance with the desires of the Congress, we programed for
the Army's reserve components a pald drill strength of 700,000 for end
fiscal year 1964, but we budgeted for only about 665,000, the level which
we thought they could actually achleve by the end of that year. We now
estimate that they will reach a level of only about 640,000 by the end of
the current fiscal year. For end fiscal year 1965, therefore, we again
propose to program a total of 700,000, but budget for a total of 680,000 -
395,000 for the Army National Guard and 285,000 for the Army Reserves - the
numbers we believe can actually be attained.

Although the Army's reserve components have not reached the paild
drill training strength estimated last year, the realignment of the forces
has gone well. They have now & larger proportion of their.drill pay
strength in the higher priority categories - the on-site air de?ense units,
the units to reipforce the active Army, the brigades, the training and base
units, and the six high priority divisions and their support, as shown cn
Table 5. A much smaller proportion of the total strength is now in the
lovwer pricrity divisions. In terms of readiness, the reserve components
have made less progress, but there has still been a distinct improvement.
Faster progress towards the achievement of the readiness goals will be
ore of our major objectives in the coming fiscal year.

3. Army Procurement

One of our major General Purpose Forces objectives in the last three
years has been to build stocks of weapons, equipment, ammunition, and
supplies to balanced@ levels which would ensble the Army to engage in combat
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for sustained periods of time. Until the Contingency War Plans can be
fully translated into logistical requirements, we have decided to provide
initial equipment for & 22-division force (16 active and 6 reserve com-
ponent divisions) plus sufficient combat consumables (attrition of equip-
ment, replacement spares, ammunition, etc.) to maintain 16 divisions and
their supporting forces in combet for the entire period between D-Day and
the time when our production lines would be able to catch up with the

rate of combat consumption (D to P). This objective will be substantially
met by the fiscal year 1964 procurement progream. In the three fiscal years
1962-64 we will have applied about $8.1 billion for Army procurement
compered with sbout $5.0 billion in the three preceding fiscal years.

In fiscal year 1Y65 we propose to eliminate the remaining major
deficiencies and, wherever feasible, to adjust production schedules to
minimmm sustaining rates in order to keep the production lines going.

We have also continued our intensive review of combat requirements and

we have found a mumber of places where reductions can be made in estimated
consumption without any adverse impact on ccmbat effectiveness. For

example, we found that the schedule for the deployment of forces which the
Army used to compute requirements was far too optimistic. As a result, total
combat consumption needs were jpflated. The more realistic rates of deploy-
ment now being used heve permitted some reduction in requirements for both
fiscal years 1964 and 1965. Other changes in the fiscal year 1964 procure-
ment program presented to you & year ago have been caused by delays in
completion of the R&D phase of certain items, by the availebility of more
recent consumption datae and by changes to our request made by the Congress.
Army proposals for the procurement of items for replacement or modernization
heve been scrutinized with particular care in order to ensure that the
resultant gain in combat effectiveness would be fully warth the cost. As

a result of these adjustments the fiscal year 1964 procurement program now
totels asbout $2.9 billion end Totel Obligational Authority required for fiscal
year 1965 1s about $2.1 billion.

Because of the large number and variety of ipdividuel "line items"
in the Army's procurement 1ist I will agein limit myself to a discussion of
the broad categories shown on Table 6, mentioning only the most important
items within each category.

a. Adrcraft

The fiscal year 1965 budget provides $443.6 million for procurement
of 1,182 aircraft (and spares and repalr parts), about 13 percent less than
fiscal year 1964 but sbout 30 percent more than fiscal year 1963.

Again the largest single item in this category is the purchase of 900

more UH-1 B/D (IROQUOIS) helicopters. The TROQUOIS 1s replacing older
helicopters and fixed-wing eircraft in the general utility role (e.g.,
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transporting troops, cargo and casualties). The fiscal yeer 1965 purchase
will bring the Army's inventory to 2,350 compared with an inventory
objective of 3,200 alrcraft.

The fiscal year 1965 procurement of T2 CH-47B CHINOOK medium trans-
port helicopters will bring the totel inventory of this aircraft, together
with its predecessor, the MOJAVE, to €8 percent of the objective of L25
aircraft.

fhree manufacturers are currently building light observation heli-
copter (LOH) test vehicles for the Army to be delivered this year. After
comparative tests are conducted one design will be selected. We then
propose to procure 88 helicopters of the winning design snd $19.9 million
is included for this purpose in the fiscal year 1965 budget. This nev
observation helicopter will be used to modernize the inventory which is made
up primerily of OR-13/23's. .

We also propose to procure 55 fixed-wing and 67 rotary-wing trainper
sircraft in fiscal year 1965, at a cost of 48 million.

After reviewing the Army's requirements for fixed-wing aircraft it
was determined that there wes no need for further procurement of the
CARIBOU efter fiscal year 1963, end MOEAVK, after fiscal year 196k,

b. Missiles

Army procurement of missiles will decrease by $164.9 million, from
$447.5 million in fiscel year 1964 to $282.6 million in fiscal year 1965.

No additionel HAWK or HERCULES surface-to-air missiles will be procured
in fisceal yesar 1965, the entire requirement for these weapons having been
bought in previous yeers. However, we are requesting about $10 million for
HAWK ground support equipment and releted engineering services and about
$2 million has been included for HERCULES general support equipment and
related engineering services. last year we requested, but Congress did not
approve funds for the initial procurement of MAULER, an air defense weapon
designed for use in the forwerd battle area. We are now undertaking a
complete reeppraisal of MAULER. Pending the results of that study, we are
not proposing any procurement for that missile.

During
fiscal yeer 1965 we will be sharing the PERSHING missile production with
the Federal Republic of Germany. Tnesmuch as we are 50 close to our inventory
cbjective, this joint program enables us to stretch out procurement of our
emaining- PERSHING needs, thereby assuring a going production line through
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s e g o G saise o f Therefore, we
preopose to thereby significantly
increasing the quick reaction capability of the PERSHING force.

We have decided to initiste procurement of 139 of the REDEYE man-
carried missiles in fiscal year 1964 using the $7.9 million appropriated for
this purpose by the Congress in fiscel year 1963. In fiscal year 1965 we
propose procurement of an g peswresprevaom 114 cc1les and assoclated ground
equipment &t a cost of i@ ¥y While we noted development problems
with this missile last year, recent tests indicate that sufficient improve-
ment has been accomplished to warrant starting procurement and leaving the
decision on totel inventory objectives for later.

last year, I indicated tbat adequate numbers of HONEST JOHN rockets
would be availsble to meet the inventory objective, thereby implying thet
the 1964 procurement would be the last. During the pest year, as & result
of an Army study of fire support requirements in Furope, we increased the
oumber of HONEST JOHN's provided to the Seventh Army, and we have therefore
planned & further fimal procurement _rockets in 1965. These misslles,
together with a number of other HONEST JOHN's being released to the Army
by the Marine Corps should fully satisfy the inventory requirements.

The Army's budget also includes a request for funds to initiate procure-
ment of two new missile weapon systems. The first, SHILLELAGH, is &

compination gun/launcher anti-tenk weapon system using either a
s B projectile or a missile, and will be used on the General

Sheridan armored reconnaissance/assault vehicle. f g

The second new missile, LANCE, is en economical, lightwelight weepon

for division support. It 1s intended to replace the HONEST JOHN and possibly
the LITTLE JOHN. No decision has yet been made to deploy it, but in order
to shorten the procurement leadtime, we are requesting $4.3 million for the
first 8 missiles and $6.T million for necessary initial preproduction

engineering.
About $24 million is included in the budget for missile speres.
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c. Weapons and Ccmbat Vehicles

The $236.8 million fiscel year 1965 request for weapons and combat
vehicles 1s $159.4 million less then the $396.2 million budgeted in fiscal
year 196k, '

Ve have decided to diccontinue all rifle procurenent for the Aray in
fisca) years 1964-G5 except for the 85,000 AR-15's (now Gesignated M-18), the
5,54 rifle now included in the fiscal year 1064 program. The Army's current
inventory otjective is about 1.8 million rifles. On hand or due from tne -1k
progran are 1.1 million rifles; 85,000 1i-15's have been ordered; and there are
ctill about 1.1 million M-1 rifles availebie in inventory. In view of the
unconing field eveluation of the M-16, the expected completion of service tests
of the Special Purpose Individuel Weapon (SPIV) in fiscal year 1965, and our
relatively sood oversll rifle inventory position, I believe we can sefely ter-
minate M~l4 procurement.

With respect to the M-60 machine gun, another member of the T.62mm
family of small arms, we plan to stretch out the fiscal year 1964 production
quantity through fiscal year 1965 in order to maintain an active producticn
base for this weapon. Sufficient stocks will be available to meet initiael

equipment objectives for the entire 22-division force.

Technical difficulties have caused some slippege in the production
program for the M-T73 7.62m machine gun. We plan to reduce the fiscal year
1964 procurement to 2,400 (compared with 3,175 previously planned) and spread
this quantity over fiscal years 1964 and 1965, This amount will be adequate
to equip all related vehicles end precludes the necessity for any fiscal

year 1965 finencing.

Vehicles will be purchased in

An asdditional 193 M-578 Light Recovery
s will bring stocks to about

fiscal year 1965 for about $16 millicn. Thi
85 percent of the inventory objective.

Ve are also proposing about $14 nillion for the initial procurenent of
lons leadtime items for the new ermored reconnaissance airborne assault vehicle,
popularly cailed General Sheridan which is designed for reconnaissance opera=-
tions in the field army. These vehicles equipped with the new SHILLELAGH
weapon system, mentioned earlier, will replace the 1-41 light %ank and the

1:-55 self-propelled 90rm Zun.
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The fiscal year 196L program for the M-113 armored personnel carriers
originally provided for This vehicle shares & common
chassis with the T-257, self-propelled mortar carrier and the M-577
command post vehicle. In order to sustain the production base for a longer
period of time, we nov plan to reduce the 1964 procurement of M-113's to
AREEER] 2od ad)ust the fiscal year 1965 progrem for the three types
of carriers to the minimum sustalning rate of Thus
for 1965 we propose procurement of 175 command post vehicles, 175 81lmm
mortar carriers and 850 M-113 personnel carriers at a total cost of about
$37 million which will essentially complete all of the initisl equipment
requirements for the M-113 and the M-577 vehicles.

For M-60 tanks we propose a procurememt of
_ Together with the programs for combat engineer
vehicles and the armored vehicle leunched bridge, both of which use the
M-60 chassis, this procurement will ensble us to keep a production line
operating at a minimum sustaining rate“ta.nks or tank chassis through
the fiscal year 1965 procurement.

d. Tactical and Support Vehicles

About $250 million is provided in the fiscal year 1965 proposed pro-
gram for the procurement of almost 58,000 trucks, trailers and other non-
combat vehicles, about 12,000 less then the number requested in ficcal year
195k

In terms of cost, the more important items in this category are some
25,000 1/4, 3/k, 2-1/2, and 5-ton trucks for which sbout $156 million hes
been requested. The proposed 1965 procurement would bring stocks of these
items to an average of asbout 87 percent of the inventory objective. However,
it should be noted that the present inventory includes a number of trucks
“hich are well beyond the expected useful sge of 6-10 years.

e. Commnications and Electronics

We are requesting $259.1 mitlion for the procurement of communications
and electronics equipment in fiscal year 1965, &bout $176 million less than
fiscal year 1964, reflecting to a large extent the substantiel correction
of our most serious shortages. The Army Strategic Comunications System,
STARCOM, does show & substantial increase, however - $73.0 million compared
with $63.4 million in fiscal ye&r 1964, This increase is needed to raise
the effectiveness of these world-wide strategic communications links.

About $38 million is requested for an edditional 10,000 AN/VRC 12
vehiculer radios. This will bring us to about 53 percent of our present
goal. (The inventory objective for this {tem has been increased during the
last year.) Also included in our proposed fiscal year 1965 program is




about $27 million for the purchase of communications security and
intelligence communications equipment, for functions which are included
in the General Support Program.

As shown on Table 6 for 196k, $31.2 million (to be derived by
reprograming) is provided for the procurement of Automatic Data Processing
equipment. Where & particular plece of equipment will continue to be used
and can be amortized in six years or less, we believe it should be bought
outright rather than leased. Accordingly, I instructed the Services to
draw up shopping lists of all equipment meeting this standard. 1In the case
of the Army the procurement of $81.2 million of equipment in fiscal year
196k will reduce rental costs by $7.1 million in that year and $20.2
million per year thereafter.

T. Ammunition

The 1965 request of $408 million is about $35 million less than the
emount requested in 1964, egein reflecting the effect of past procurements
in filling the worst of the shortages in ammunition inventory requirements.

The largest single item, $72.9 million, is for the procurement or T
N We also propose contimied procurements
of several varieties of 175mm and 8" projectiles. Another lerge item is the
purchase of 762 million rounds of the 7.62mm NATO cartridge for about $55
million. This is 64 million more rounds than purchesed in fiscal year 196k,
The inventory objective for this cartridge is about 993 million rounds.

g. Other Support Equipment

We are requesting $129 million for other support equipment, gbout half
our request for 1964, reflecting the elimination of shortages through past
procurements. These funds will be used for such items as electric field
generators, road graders, amphibious lighters (such as the LARC), bridge com-

B P

ronenis, shoD equipment, Iorit il tousis, esc.
h. Production Base Program

The $71.9 million requested for production base support is $34 million
less than that regquested for fiscal year 1964, Again, this decrease reflects
the lessening need for the expansion of facilities as stocks of many items
begin to approach their objectives.

c. NAVY GENERAL PURPOSE FORCES
Since I appeared before this Committee last year, we have made con-

siderable progress in analyzing the need for naval forces. Each category
of force was examined separately - the attack carriers and their aircraft,
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the ASW surveillance ships and aircraft, mine warfare, amphibious assault,
etc. As a result of these analyses, we now have & petter idea of the forces
required to cerry out these functions. Requirements studies scheduled for
the coming year will include some nevw enalyses of such problems as the
tactical obsolescence of existing ships and muclear propulsion for surface
warships.

With regard to fleet cbsolescence, there has been a tendency to focus
attermtion on the wrong set of facts. What we should be concerned with here
is not the chronological age of e particuler ship but whether it is able
to perform its mission in the face of the expected threat, that is, whether
it is "tactically cbsolescent”. This question must be approached on a
class-by-class, ship-by-ship basis. I believe that we are nov all in agree-
ment in the Pentagon that obsolescence based on 8ge alone is not a useful
copncept, and that ve should convert or replace ships when 80 doing would
permit us to obtain more overall effectiveness out of the defense dollar
+than we would get by continuing to operate the old ships. It 1s not
necessarily chronological age Per se that mekes a ship obsolete, provided
it is properly maintained. For example, it now appears that an "Essex"”
class CVS will be good for at least 30 years of effective service, possibly
more. Some World Wer II ships are not large enough or fast enough to meet
todey's requirements. These wWe &are replacing with nev, more effective ships.
Other World War II ships are st11l adequate for their missions and these do

not need to be replaced DOv.

The key to the problem of nuclear power for gurface ships still appears
to be the availability of a more efficient power plant. The issue here 15
both the cost of the nuclear DPOWEr plants, and their size and welght, which,
in turn, set a lower 1imit on the size of the ships in which they can be
installed. The true potential for the application of nuclear power to
surface ships, is, in my Judgment, not the few new aipcraft carriers that
we may bulld over the next decade, but the large muber of other major ships
that we will need. That is why I place 50O much emphasis on continued re-
search and development on nucleer reactors for surface ships. The successful
development of more efficient,lightweight reactors might well lead to &
truly nuclear-powered Navy. The cost/effectiveness of & nuclear-powered
f£leet is enother problem wWe will be exploring in great depth during the

rext twelve months.

Meanwhile, we &re tentatively progreming, for the fiscal year 1 65-69
period, the construction

For end fiscal year 1965 we plan @& Genersl Purpose Forces fleet of BLO
ghips, 3 more than we expect to bave at the end of the current fiscal year
and 15 more than we hed programed for +that date last yeer. For the fiscal

year 1968-69 period, we heve programed & level 50 more
than we planned last year. This increase 1s one of the results of our more
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comprehensive analyses of paval requirements and will be discussed in
greater deteil in connection with each of the various force categories.

1. Attack Carrler Forces
&a. Ships

As shown on Table 7, we plan to maintain 15 attack carriers through-
out the program period. We now have one puclear-powered carrier, the
ENTERFRISE; six “Forrestal" class, three "Midway" cless, and five "Essex"
class carriers. One "Essex" class ship will be replaced by a “Forrestal"
class in fiscal year 1965 and another in fiscal year 1969, at which time
the force will consist of the ENTERPRISE, eight "Forrestal", three "Midway",
and three "Essex" class carriers.

We plan to reduce the number of attack carriers to 1% in fiscal year
1970 end to 13 in fiscal year 1972. Therefore, in the fiscal year 1965-69
program the new lnvestment in aircraft and ships is limited to that which
wvould be required by a 13 CVA force.

This judgment is supported by four major considerations:

(1) The "Forrestel" class carriers are much more effective than
the "Essex" class they are replacing. A "porrestal" class
costs between one-third to one-half agein es much as an
"Essex", but this differential does seem justified. For
example, the area available for spotting aircraft is about
50 percent greater; overhead clearances in the hangar bays
are about 4O percent greater, permitting larger aircraft to
be stowed; aviation fuel and ordnance storage spaces are
greater, allowing longer periods of susteined combat; ete.

(2) The capabilities of carrier-based aircraft are improving
steadily. 1In the attack aircraft field, we are replacing the
early A-4's with the A-LE's, and an entirely new all-weather,
large payload aircraft, the A-6, is being introduced. In the
fighter field, we are replacing the F-8 low supersonic, fair
weather day fighter armed with SIDEWINDER missiles, with the
Mach 2.2 all-weather F-l4, armed with SPARROW ajir-to-air
missiles. Further geins in combat capability will be realized
when still more effective aircraft, such as the new VAL {which
T will discuss presently, and the F-111 (TFX), become avallable
later in the planning period.

(3) By fiscal year 1966, when we will have almost 1,750 strategic

missiles in place, the CVA forces will be relieved of thelr
strategic retaliatory mission, thus releasing additional
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capabilities for the carriers' limited war mission. Assign-
ment of carrlers to strategic missicons restricts their
flexibility in terms of areas in which they can operate

and the kinds of operations they can copduct. If pilots

and aircraft must be held on nuclear alert, limited war
capabilities are reduced.

(L) The increasing range of land-based tactical aircraft has
reduced our reguirement for forward based airpower. A
deployment of [N

SRR Thc TFX will be able to deploy to Europe
without amy inflight refueling.

Although a precise analysis of the optimum number of carriers is
difficult to moke, it seems clear on the basis of these factors that some
reduction in the number of attack carriers will be possible by the end of
this decade.

We heve deleted from the shipbuilding program the previously planned
fiscal year 1965 carrier but have tentatively programed a new carrier in
fiscal year 1967. This carrier would replace the last of the "Essex" class,
leaving in 1972 & force of ten nuclear-powered and “Forrestal" class and
three "Midway' class carriers.

b. Carrier Aircraft

The air complement of the attack carrier force consists of 15 attack
carrier groups and two replacement pllot training groups. By the end of
the current fiscal year these units will total about 1,775 eircraft, as
shown in the middle of the second page of Table 7. The number of aircraft
associated with the carrier air groups will continue to decline during the
program period, primarily because of a reduction in the number of aircraft in
the replacement training groups, reflecting an anticipated decline in the
treining loads as the wide variety of older aircraft are retired from the

active forces.

There will also be some adjustments in the aircraft complement gboard
the carriers. In the fighter category, all the F-3B's, and early F-8's will
be phased out by end fiscal yeer 1965 and the F-8D's in fiscal year 1967,
leaving only F-8E's and F-4's. The F-8E's will be reteined for use aboard
the "Essex" class carriers which have only a marginal capability for the
safe operation of the larger and faster F-UB's. The decline in the total
mmber of fighters in fiscal year 1965 to 360 reflects a planned reduction
in the mumber of aircraft per sguadron fram 1k to 12 in order to provide
more space for light attack aircraft. Since many types of Navy ajreraft are
procured to satisfy a mmber of different missions, I will discuss the air-
craft procurement progrem in more detail later in this statement.




‘I' First deliveries of the F- .'Ll.'LB (TFX) to the carriers are expected
in fiscal year 1969 ;'j«, Lo y s .

I n efectiveness
over the F-4B and may replace them on less than & one-to-one basis.

In the attack category, the number of light attack ai~craft will be
increased while the number of heavy attack aircraft will be sh reduced.
As I noted ea.rlier, the ca.rriers vill be relieved of their

S ‘ : : . N mission in fiscal
year '-- ) t.hus sha.rply reducing the requirement for heavy attack aircraft.
All but a few of the A-5's will be converted to RA-5C's by fiscal yeear
1966. Thirty-nine A-3B's will be retained to provide a long-range nuclear
capability for the "Essex" eclass and "Midway" class carriers.

i The mumber of attack aircraft sboard the carriers will increase from
EREIUEREE by the end of fiscal year 1969. The mumber of light attack
aircraft per squadron will be increased from m in fiscal year 1965
and the number of squadrons per FORRESTAL carrier will be increased from
(We had previously programed 3 light attack squadrons for
the slightly larger ENTERPRISE). Two types of attack aircraft are now
being procured, the A-4E and the A-6A. Both are subsonie, the latter being
0 especially designed for low-level bombing at night and in bad weather.

Last year we hed planned to continue procurement of A-LE light attack
eircraft into fiscal year 1966. However, last May the Navy completed an
extensive study of the entire sea-based air strike system which indicated
convineingly that the A-4 series would not fully meet the Navy's needs. As
originally conceived in the late 1940's, the A-L was designed to deliver,
at the least poasible cost, a single nuclear weapon. But, as 1
indicated earlier, the carrier's role in a nuclear war has been decreasing
vhile its non-nuclear role has been increamsing. The A-4 has been modified
over the years to improve its non-nucleer cepabilities; yet the fact remains
that its original design characteristics significantly limit its capabilities
in that role. Thus, the Navy study recommended the immediate development of
& new light attack aircraft to be built arocund an existing Navy airframe
using a modified version of the TF-30 engine now being developed for the
F-111 (TFX).

The performance requirements esteblished for this new eircraft, called
the VAL, will provide an airplane slightly larger than the A-4E but with
approximately twice the bomb load or combat radius and an even greater
increase in loiter time on station. ,
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Once we were satisfied that the requirement for & new light attack
aircraft was fully justified, it was simply sound management to plan to
proceed with its developmenot as SOON &85 possible and to terminate the
procurement of the older aircraft. Accordingly, we propose to begin
development of VAL this fiscal year, by reprograming $16 million within
the Navy's RUT&E eccount, by using $3.4 million in fiscal year 1963 un-
obligated funds, plus the transfer of $15 million from the DoD Emergency
Fund. To delay the development of the VAL to permit 1ts inclusion in the
fiscal year 1965 budget would mean up to an additional year before it wonld
be availeble to the fleet. Moreover, by last September, the Bureau of Navel
Weepons had already received firm fixed price proposals from four contractors
enxious end cepable of beginning wWork on the VAL, If we were to wait until
fiscal year 1965 funds became available, it would be necessary to obtain
new (and probably higher) cost proposals from the various contractors
inasmuch as their earlier fixed price bids would have already expired.

We estimate that the first VAL could be deployed with the fleet in
fiscal year 1967. Although odditional A-LE's procured in fiscal year 1965
could be delivered to the fleet somewhat earlier, they would soon become
surplus to our needs when the new VAL gets into full production. Accord-
ingly, we &are accepting a small deficit in our attack inventory in the
fiscal year 1965-67 period, {nstead of buying more A-4E's. The full light
attack aircraft complement would be available by fiscal year 1968.

As shown on Table 7, the pumber of reconnalssance aircraft will
continue to lncrease OVer the next few years, reflecting the growing
importance of this function. As I informed the Committee last year, we
intend to meet future requirements of this mission by procuring RA-5C's
and by modifying most A-5A's to an RA-5C configuration. We hed planned
lest year to bwy apother eight RA-5C's but that progrem has been marked by
a conmtinuing series of cost overruns. I have therefore decided to cancel
the eight RA-5C's scheduled for procurement in fiscal year 1964 and apply
the funds thereby made aveilable to offset these cost increases. The
revised program will still provide six RA-5C's aboard each "porrestal' class
carrier which, in our judgment, is an adequate reconnaissance capebility.

The number of Fleet Early Warning aircraft will decline somewhat
through fiscal year 1969 as the much more effective E-2A enters the carrier
aircraft inventory. [ S
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Sl : PR ‘his change will be effected in fiscal year
1965 as increased quantities of the E-2A become availaeble. The previously
approved E-2A procurement program hes been revised downward in accordance
with the new requirement.

2. ASY - Surveillance and Ocean Patrol Forces

Although we have done a great deal of work on the anti-submarine
werfare problem during the last yeer, there are still major uncertainties
to be resoclved. We Imow that the Soviets are building nmuclear-powered
submarines, both missile-firing and attack, and we also know that their
muclear-powered submarines now in operation are not as good as curs. But
we do not kmow how long it will teke them or how successful they will be
in catching up to us. Accordingly, the ASW force structure shown on Table
7 must be considered highly tentative beyond fiscal year 1967.

a. ASW Carriers

We now have nine CVS's, all "Essex" class. These ships are still
highly serviceable as ASW carriers, since they have the speed, range, and
space required for all ASW weapons systems now current or llkely to be
developed in the next few years. Moreover, the older CVS's will be
gradually replaced by the more up-to-date "Essex" class CVA's, as they
are in turn replaced by new "Forrestel" class ships in the attack carrier
force. As a result, we have deleted the previously programed CVS from the
fiscal year 1968 shipbuilding program. .

The ASW carrier forces will continue to be equipped with both fixed-wing
and helicopter aircraft as shown on Table 7. We are now buying the 5-2E
long-range search aircraft for the fixed-wing requirememnt and the SH-3A
for the helicopter. As these mircraft are delivered they will replace the
older types. In fiscal years 1667-68 we plan to provide each carrier with
& few A-LC's released from the attack carrier forces in order to give them &

limited intercept and air defense capability.
b. Atteck Submarine Forces

By the epd of the current fiscal year, the submarine forces, excluding
POLARIS and REGULUS, will mumber 103 ships including 23 nuclear-powered. This
total number will remein relatively stable over the program period, and of
the total of 102 by fiscal year 1969, more than helf will be nuclear-powered.
This reflects the program I presented last year which called for the con-
struction of six SSN's a year during the fiscal year 1965-68 period. Six
more have now been added for fiscal year 1969 as shown on Table 8.




These figures, however, must be considered highly tentative. The
p;incipal mission of these submarines in wartime would be JEENNEEEEENEE
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effectiveness in these missions

L

in the early 1970's 1s uncertain and would,
as I mentioned earlier, depend importantly on relative progress in improving
our ASW capabilitiles. Until we Mmow more about these matters, we should not
freeze our SSN progrem.

0f the conventionally-powered submarines in the active fleet, 12 were
delivered to the Navy during or after the Korean War. We are planning to
modernize these ships in fiscal years 1967-68, which should eneble them to
serve well into the 1970's. Nlne submarines built at the end of World War
II heve already been modernized, and last year I told you that we planned to
modernize an additional 15 of these submarines, starting in fiscal year 1965.
However, further study of the problem convinced us that this planned modern-
ization would not give these World War II submarines & significant combat
capability against nuclear-powered submarines. Since the conventional
submarine threat is declining, it now appears that there is litile to be
gained by modernizing edditional World War II submerines.

c. Destroyer Escorts

There are now 23 destroyer escorts in the fleet. The progrem I pre-
sented to you last year would have provided 86 by end fiscal year 1971,
an® I said at that time n e are all agreed that & substantial mumber of
new escorts must be built if the ASW capabilities of the Navy are to keep
pace with the groving gubmarine threat”. Analyses completed during the
last year fully support that conclusion and indicate that a further increase
ip the program will be required. The pumber previously planned would be
sufficient to protect our navel forces, but would not be enough to convoy
merchant shipping in time of war. We propose, therefore, to increase our
planned construction program for fiscal yeears 1965-68 by 10 ships, 8 more
in fiscal year 1965 and 2 more in fiscal year 1966, as shown on Table 8.
e also propose Lo continue the development of the SEA HAWK, the Navy's nevw
escort which is being designed from the keel up &s an integrated ASW weapon
system. Construction of a prototype is scheduled for fiscel yeer 1966. For
fiscal year 1969 we now envision a tentative program of 26 DE's or 17 SEA
HAWKS, depending on the success of the development pProgram.

By end fiscal year 166k4, there will also be 195 other destroyer types
in the active fleet, including multi-purpose apd ASW ships. To lmprove our
ASW cepabilities, we noW plan to retain in the active fleet 22 DD's pre-
viously scheduled for retirement to the Reserve Training Program. Though
their ASW capsbilities are modest, they are aveilsble now and in @ high
state of readiness and can be continued in the force gt a small additional

cost.
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d. Patrol Craft

Last year we programed the construction of six small patrol craft

in fiscal year 1965 and ten more in fiscal year 1966, and I still recom-
mend thet program. However, we novw propose to provide increased speed

{(up to o by the addition of a gas turbine to the diesel propulsion
systen.
e. Patrol Aircraft

As shown on Teble 7, the mumber of basic patrol aircraft will decline
somewhat during the fiscal year 1965-69 period as the older shore-based
SP-2's begin to phase out and the new P-3A comes into the inventory. e
propose to reduce the number of patrol squadrons from 30 Yo 29 by phasing
out one squadron of obsolescent SP-5 seaplanes in fiscal year 1965, A
force of 29 squadrons in 1970, most of which will be equipped with the new
P-3A, should provide gufficient aircraft for surveillance operations and
escort duty as well as for fleet support and other uses. In sddition, 120
Navel Reserve ASW patrol aircraft will also be aveilable.

3. Multi-Purpose Ships

On Table 7, under the heading "Multl-Purpose Ships", we have grouped
those ships which possess a variety of capebilities including anti-submarine
warfere. There will be 255 such ships in the fleet at the end of the current
fiscal year, the bulk of which will be destroyer types. Fifty-four of these
ships will have a guided missile capability - 12 cruisers (one nuclear-
powered), 20 frigates (one nuclear-powered) and 22 gulded missile destroyers.
Two guided missile frigates end one guided missile destroyer will join the
fleet in fiscal year 1965 and seven more guided missile frigates in fiscal

year 1966.

The progrem I presemted to you last year provided for the ceonversion of
two DL's (Gun) to TARTAR DLG's and five Class-931 DID's to TARTAR DDG's in
fiscal year 1964, plus 15 additional TARTAR conversions in fiscal year 1965,

and one TERRIER conversion in fiscal year 1966. Congress authorized and
cal year 1964 phase of the

appropriated $183 million to carry out the fis
23l on the Class-931 DD's 2

program. However, the Navy now wishes to inst
new, more elaborate radar which has recently become available, thus increas-

ing the conversion costs. It now appears that the $183 million provided for
1964 will cover the costs of the two DL and only four of the Class-931 DD
conversions, but with sufficient funds remaining to provide the fifth DD
with more modern ASW equipment - &an improved somar and & stend-off weapon.

sions, we believe they should be deferred

As for the remaining 16 conver
ess-

until we are confident that the TARTAR improvement program has been succ
fully accomplished or a better missile system is available.
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Last yeer we had also planned to construct a number of TYPHON
frigates (one muclear-powered) in the fiscal year 1965-68 period. However,
the TYPHON, which was intended to remedy mamy of the limitations ipherent
in the present v3.T" systems, has, upol further study, turned out to be
far too large, complex, and expensive to be deployed. For example, the
redar alone contains about 40,000 active elements and the entenns system
uses 1,700 travelling vave tubes. Even if & 3,000-hour jife expectancy
could be achieved for the tubes (currently about 1,000 hours) one tube
would fail, on an average, every 1-2/3 hours. Accordingly, we have decided
to delete the TYPEON DLG's from the program and terminate the development
of the TYPHON weapon system, although we will complete the Phase I tests
of the radar aboard the NORTON SOUND in fiscal year 1965 because of the
potentiel applicability of some of its principles to cther systems.

The cancellation of the TYPHON should not be interpreted as reflect-
ing less concern for the development of improved fleet air defense. To the
contrary, we nOWw Propose to program about 400 million over the fiscal year
1965-69 period for further improvements to existing ship-to-air missile
systems, for the development of a new stendardized missile to replace TARTAR
end TERRIER, and for the developmert of a completely new surface-to-air
fleet missile system. Almost $63 million has been included in the fiscal
year 1965 request for R&D alone on fleet missile systems.

L, Mine Warfare Forces

The mine warfare programn proposed for the fiscal year 1965-69 period

is essentially the same 85 that presented to the Committee last year. A force
of ebout 88 ships will ve maintained throughout the period. Sixteen new

ships will be constructed in fiscal years 1966-68 as replacements for older
ships, the same number as planned last year. Scme additional funds will

be spent for mine procurement and R&D to provide still further significant
increases in overall effectiveness. For example, the development of & mine-
sweeping helicopter will be accelerated. Such & vehicle would have the
advantage of speed, relative safety, and lower cost over present minesweep-
ing methocs.

5. Amphibious Ships

Three years 8g0 W€ increased substantially the amphibious 1ift capaclty
srom 1-1/2 aivision/wing teams to two, and increased the number of ships from
111 to 131. However, most of these ships are slov - 8-1/2 to 13 knots.
Furthermore, & recent analysis discloses & shortage of combatb vehicle 1ift
vhich seriously 1limits our present amphibious pssault capability. Yhile we
do have ships in the reserve fleet, it would take up to 8 months to
reactivate & gufficient mumber of them to overcame this deficiency and these
ships would still be in the slow 8-1/2 to 13 knot class. We, therefore,
propose another substantial increase in our amphiblous 1ift capebilities,
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both in modernizetion and in mumber; end we are now programing a force
EN chips for fiscal years 1968-69 as compared with our previous

prgam w ships.

This increase would be achieved: (1) by retaining in the active
fleet ships which had previously been scheduled for retirement; and (2) by
increasing the construction/conversion program from 37 ships previously
planned for fiscal year 1965-68 to 5k ships, plus 13 more in fiscal year
1969. Specifically, construction of the 1SD's (landing Ship Dock) would
be doubled and that of the new LST's (Landing Ship Tank) would be tripled.
These types are currently the slowest in the force. The previously pro-
posed LPD (Amphibious Transport Docks) and LPH {Amphibious Assault Ship)
construction program would be reduced by half to bring it into balance with
+he other programs. A total of 11 ships would be constructed or converted
in fiscal year 1965 et a cost of 3427 million.

These new ships, together with the modernized ships now in the fleet
o~ under construction, would provide by fiscal year 1972 a [
IR it for the remaining 1/2 division/ving
am would be provided with older ships.

6. Logistic and Operational Support Ships

There ere now about 160 logistic and operational support ships in the
force and we plan to maintain about that number throughout the program
period. I had hoped lest year that we would be asble to phase more of the
older ships out as new and more efficient ships were introduced. However,
our letest analyses show that the previously approved progran falls some-
what short of the requirement. We now propose a construction/conversion
progran of 12 logistical and operational support ships in fiscal ye&ar 1965
ard a total of 72 such ships over the fiscal year 1965-69 period. Finally,
in erdar to provide an interim capebility, we propose to retain a small
number of AE's (ammunition ship) and A0's (oller) in the active fleet beyond
their previously scheduied retirement dates until the proposed accelerated
construction program makes nev ships available.

The totazl Navy Generazl Purpose Forces shipbuilding program is shown
on Table 8.

7. Other Navy Aircraft

As shown on Table 7, the Navy will maintaln 81 Fleet Tactical Support
Aircraft during fiscal year 1965-69, 31 heavy transports, 14 medium trans-
ports and 36 C-1A's. These latter aircraft are used to deliver high
priority items directly to the carrier forces.




By end fiscal year 1965 and for the remainder of the program period,
the Navy will meintain about 270 Fleet Support Aircraft, slightly above
the mumber as planned last year. Of this total, 30 are used for opera-
tional development of fleet tactics, 91 for CVA/CVS sea rescue, and for
use eboard icebreekers, underway replenishment ships, etc. and 149 as
fleet utility support.

The inventory of Other Support Alrcraft is scheduled to decline
sbout 16 percent over the fiscal year 1965-69 period.

8. Marine Corps Forces

As shown on Taeble 9, during fiscal year 1965 and throughout the
program period, the Marine Corps will continue to maintain three combat
divisions and three air wings plus combat and service support units, manned
by about 190,000 active duty personnel.

The major realignment of the Organized Marine Corps Reserve that I
described to you last year has now been accomplished. The drill pay Reserve
now includes, with the exception of certain headquarters elements which
will be formed by the active forces upon mobilization, most of the elements
of the fourth division/wing team in addition to certain elements required
to augment active forces upon mobilization. The Reserve battaliorns, as well
as every other Marine Reserve unit, have regular commissioned and non-
comnissioned officers who serve as advisors. These regular persomnel will
accompany their Reserve units upon mobilization. Additional regular
personnel, primarily technicians, would be added to the fourth division/air
wing upon mobilization, up to about 10 percent of the total strength.

As showvn on Teble 9, all Marine Corps forces will remain stable
throughout the program period, except for HONEST JOHN missile batteries.
With respect to the HONEST JOHN, three batteries have been phased out of
the Marine Corps force this fiscal year and the missiles returned to the
Army. The HONEST JOHN has proven to be too unwieldy for the kinds of
amphibious cperations that the Corps would most likely be called upon to
undertake, and it was felt that the new HOWTAR L.2" mortar and the new
self-propelled M-109 howitzer being delivered this year, together with such
new high performance aircraft as the A-6A, would provide sufficient artillery
and close ground support capability.

At the end of the current fiscal year, the three Marine Air Wings will
have sbout 1,155 combat and combat support aircraft. The number of fighter
and attack usircraft will decline during the fiscal year 1965-69 period as
more effective aircraft, such as the F-LB, the A-6A, and the VAL, replace
the aging F-8's and older A-k's. However, the number of helicopters will
increase by nearly 20 percent during this period reflecting the greater
emphasis on vertical envelopment capabllity.
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Toc meet Marine Corps fighter requirements, we will continue to buy
the F-4 and by end fiscel year 1968, all 15 fighter squadrons will be
equipped solely with F-4's armed with SIDEWINDER and SPARROW air-to-air
missiles.

For the attack squadrons, we will continue to buy the A-6A to pro-
vide the Marine Corps with an all-weather, close-air support and inter-
diction capability. We also plan to introduce the new VAL aircraft, now
under development for the Navy, into the Marine Corps inventory by fiscael
year 1968.

For the photographic reconnalssance mission, we will continue to
buy the RF-4B, which will begin replacing the obsolescent RF-8A in fiscal
year 1966.

For the vertical envelopment mission, we are buying large quantities
of CH-L64 medium helicopters, a tandem rotor, twin turbine-powered heli-
copter, with a normal payload of 4,000 lbs. or 17 men. This aircraft will
be used to replace the single rotor, reciprocating engine UH-34D which has
a cargo loed of only 3,500 lbs. or 12 men. The first CH-L46A squadron is
scheduled to be operational in fiscal year 196k. By fiscal year 1966 the
Marine Corps will receive the first deliveries of the CH-53A all-weather
cargo and troop transport helicopters.

9. Navy and Marine Corps Reserve Forces

In sddition to the ships in the active fleet, the Navy alsc maintains
in full operational readiness a force of nearly 40 destroyers and escorts
and 12 mine warfare vessels, as shown on Table 10. As more modern ships
become available from the active forces, some of the older ships will be
phased out.

The Marine Corps Reserve, as discussed earlier, supports the elements
of the fourth division/wing team. By end fiscal year 1965 we will have
about 805 Navy and Marine Corps Reserve aircraft as shown on Table 10. This
mmber will remain quite stable through fiscal year 1969.

10. Navy and Marine Corps Aircraft Procurement

Last year I informed the Committee that the Navy and the Marine Corps
aircraft requirements were in peed of further study. Such study has now
been completed and a number of changes, which I will discuss specifically,
have been made in the procurement programs presented last year. As shown
on Table 11, we propose to buy 584 aircraft of all types in fiscal year 1965
at a cost of $1,389 million to continue the modernizetion of the Navy and
Merine Corps aircraft inventories.
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To meet the fighter requirements of both the Navy apd Marine Corps,
we propose the procurement of JJJliF-4's in fiscal year 1965, compared with
125 last year. [N F-4's were also programed for each year, through fiscal
yeer 1968. However, our review of the liavy and Marine Corps aircraft
requirements hes led us to the conclusion that the number of fighter air-
craft per Navy squadron should be reduced from 14 to 12, and that the
capability of the F-4 to operete from "Zssex” class carriers is marginal.
4ccordingly, the previously programed fiscal year 1967 quantity has been
reduced to 96 and the 1968 program has been eliminated.

The fiscal year 1965 budget alsc includes $27 million for the AN/ APG-59
missile control system to improve the SPARROW missile system effectiveness
of the F-4's to be procured in the latter

part of fiscal year 1965 and
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The procurement schedule shown in Table 11 for the F-111B (TFX) is
the same as that presented last yeer, but with increased procurement now
planned for fiscal year 1968, and with the first delivery still in fiscal
vear 1966.

For the attack role, we had planned to continue the procurement of
the A-LE &t the rate of 120 aircraft a year in fiscal year 1965 and 1966.
However, as I noted earlier, we have now decided to proceed with the
development of the new VAL light attack bomber and no additional A-L4E's
will be procured after fiscal year 1964. We have requested the reprograming
of $19 million in fiscal year 1964 funds and $15 million in DoD Emergency
Fund to initiate the development of the VAL. Another $39 million to com-
plete development and $106 million to start production (35 aircraft) is
included in the fiscal year 1965 budget. As shown on Table 11, we will be
buying this aircraft in relatively large mumbers through fiscal year 1969.

Funds are also included for the procurement of il A-6A's in fiscal
year 1965, Jfmore than previously programed for that year. Our aircraft
requirements review indicates that an additional il of these aircraft will
be required in the fiscal year 1966-68 period, instead of the R -
programed last year for fiscal year 1966. As I noted last year our plans

for this aircraft were highly tentatlve.

For the reconnaissance NN role 27 RF-4B's will be procured
in fiscal year 1965, 3 more than previously planned. This will make up the
congressional reduction of 3 aircraft in the fiscal year 1964 program and
complete the Merine force requirement. As I noted earlier the procurement
of 8 RA-5C's in fiscal year 1964 has been cancelled.

last year I informed you that we plenned to procuz_'e- E-2A's for the
fleet early warning mission in the fiscal year 1965-68 period, BN them in
fiscal year 1965. However, this aircraft is still in the development stage
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and large cost increases emounting to gbout 75 percent of the original
estimate are now indicated. On the basis of & study of the air early
warning mission, we believe that we can complete our requirements with
about 32 more of these aircraft. Twenty have, therefore, been included
in the 1965 budget and the remaining 12 are scheduled for 1966.

For the ASW carrier forces we had planned lasi year to bv,y- S-ZE
fixed-wins aircratt and [l SH-3A helicopters in fiscal year 1965, Our
review of this requirement indicates that the number of SH-3A's can be
reduced to 24 in 1965 but that another ES-28's will be reguired in 1966,
Accordingly, we have included funds in the 1965 budget for Ml 5-2Ets and
B su-3A's. And in addition we are requesting funds to improve the
electronics and sonar capabilities of the SH-3A helicopter for tracking
hish~speed, deep~diving submarines.

For the ASW patrol mission we heve included Bl °-3A's, the same
mmber previously programed. However, &as I indicated earlier, the mumber
of squadrons is being reduced from and of these. squadrons, we
now plan to equip il with the P-34 by end fiscal year 1969. The otherfjiil
squedrons will be equipped with older but still serviceable aircraft.
Accordirgly, the mmber of P-3A's to be procured in 1966-68 is being
reduced from [N per year. A total of JJil utility and cargo helicopters
is included for the Navy and Marine Corps in the 1965 budget --UH-]_E'S,
B cE-46a's, and[lf CH-53A's.

We have included 12 C-2A's in the 1965 budget for the CVA/CVS carriers.
Fleven more in 1966 will complete the requirement. In the trainer category
we propose to procure 36 T-2B's in fiscal year 1965, based upon revised
pilot training requirements.

11. Other Navy Procurement

The tentative logistics objective For the Navy in 1965 is to acquire
sufficient stocks to support IR o: combat consunption with
an average of two-thirds of the force committed. More specifically, we
propcse to provide ship fills and initial equipment allowance for the active
fleet and for selected reserve ships, plus il B of combat consumption for
+the mctive fleet and high readiness reserve ships [ETEIURE e T
and JJJEB for other selected reserve ships L A
Howvever, with respect to anti-aircraft missiles, the quantities provided have
been adjusted to conform to the estimeted mumber of aircralt targets that
rmight be engaged.

With respect to attack carrier aviation, our tentative cbjective is

to provide initial allowapces and combat consumables to support- carrier
monthe of operationh
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To echieve these materiel objectives we are requesting about $900
million for Navy missiles, ordnance, ammunition, and other combat con-
sunables - a decrease of about 378 million over the amoumt provided last
year.

Last year we had plenned to procuren SPARROW III air-to-air
missiles in fiscal year 1954 for the Navy. It now appears that the combat
and training requirements are far less than previously thought necessary.
Therefore, we can dispense with the fiscal year 1964 buy, and procure

SPARROW III 6-B missiles in fiscal year 1965. Moreover, we imtend
to transfer several thousand SPARROW III 6-A missiles from the Navy to
help fill Air Force requirements. Futwre inventory ad justments will be
directed toward achieving the best Joint inventory position consistent with
each Service's requirements.

We also plan to procure SIDEWINDER I-C (IRAH) eir-to-air missiles
in fiscal year 1965, a quentity percent higher than this year.

In fiscal year 1965, we will continue development work on the PHOENIX
air-to-zir missile at a cost of $73 million. We plan to initiate procure-
ment of this missile in phase with the F-111 (TFX) delivery program.

The procurement of TARTAR, TERRIER, and TALOS funded through the

current fiscael year will provide by end fiscal year 1965 an average inventory
of # for all ships using these missiles. For fiscal
year 1965, due to the difficuities the Navy continues to experience with

these missiles, I propose that TALOS, TARTAR and TERRIER procurement be
limited to that required to keep production lines open until the new
ctandardized missile is availeble, probably in fiscal year 1966. x

B
N

The current year's program for air-to-surface ordnance originally

included-BULLPUP short-range supersonic tactical missiles, ;
each of the A and B models. However, & recent study of inventory require-
ments indicates that the Navy's present stocks are high enough to permit
cancelletion of the BULLPUP A's in the fiscal year 1964 program. Part of
the savings of this cemcellation would be used to offset a $4 million cost
increase in the "B" missile. For fiscal year 1965, we propose to procure
enother [l of the B missiles at & cost of $36.8 million.

Our continuing review of ordnance requirements had also resulted in
lower Navy inventory objectives for the CBU type bombs and SADEYE/GLADEYE
weapon dispensers. As a result we heve decided to cancel the fiscal year
1964 procurement of over [Nl CBU's, but we propose to buy ] more SADEYE/
GLADEYE's than had previously been planned for this year. For fiscal year
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We also propose to undertake the cunversica of nearly 140,000 of
+he 500 lb. and 250 1b. bombs novw in +the inventory by equipplng them with
a simple retardation device designed +o increase the safety and accuracy
of low level delivery, and to procure & large number of nev SNAKEYE I

500 lb. bombs. The fiscal ye&r 1965 element of this program is estimated
at about $35 million.

The 1965 program jncludes large Sums {for the procurement of mines

and torpedoes. 125t year we made our first substantial procuremenm of the
MK-46 torpedo, vhich has much greater effectiveness against high speed,

deep submergence, nucleer-powered submarines than the MK-b. We now plan
+o increase our fiscal ye&r 1964 bwy of the MK-46 from the Lo0 previously
planned to 550, at en increased cost of $7.2 millicn (to be cbtained by
reprogreming) and to double our previously planned fiscal year 1965 buy from
800 to 1,600, at & total cost of $86.3 million. _

We ere also planning major increases in electronics procurement over
the current fiscal year. Additional computer capacity will be provided for
the National Fmergency Command Post Afloat (NECPA) which will be discussed
in the General Support section of the statement. We gls0 propose to con-
+inue procurement £or the Navy Tacticel Data Systel (1TDS), the general
purpose fleet commend and direction system. In addition to {mprovements in
a0 end ASW electronics equipment, the Nevy's shipboard radio communications
modernization prograa will be accelerated. The latter program 15 designed
to secure & modern, compatible copmunications system for all ships, large
and small, and will be compressed within & single overhaul cycle during
Tiscol years 1965-68, at & procurenent cost of about $53 million in fiscal
yeor 1965. The resultant improvemeni to overall fleet communications by
1959 will be at Jeast 100 percent.

The proposed 1965 program also provides for substantial procuremenzs of
sonchbuoys - JULIE JLZEBEL, Bathythermograph, etc., - at @ cost of about
350 million. JHEREEE —— -
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Approximately $43 million is included in the 1964 Navy program for
the procurement of autcmatic data processing equipment. Reductions in
rental costs are estimated at $4.8 million in 1964 and $17. 4 million per
year thereafter.
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12, Marine Corps Procurement

Our tentative logistics objective for the Marine Corps ground forces
is to provide sufficlent pateriel to equip and sustain the four divisions
in combat for [EEENCNEL I TGN ST ‘ : O

:rine Corps air wings, our tentative objective 1s
meteriel to equip and sustain all 4 wings in combat
with two-thirds of the force engaged - NS .
of combat consumption.

to.frOQIde sufficien

."ﬂ

A totel of $203 million is recormended for Marine Corps procuremert
in fiscal year 1965, about T percent less than was provided for fiscal year
1964, The accelerated rate of equipment modernization and the build-up
in mobilization reserve stocks in the fiscal ye&r 1962-64 period permits &
somewhat lower level of procurement nov.

For T.62mn emmuniticn $9.9 million is requested. About $38.14 million
is proposed for other armunition primerily for artillery. About $8.3
million is included for the procurement of 280 of the M-102 lightweight
105cm howitzers which ere intended to replace the World War II type 105mm
howitzers and provide substantial increases in renge and killing power. We
also propose procurement of 1,505 REDEYE ground-to-air missiles for alr
defense in forward battle ereas.

The 1965 request provides for procurement of substantial numbers of
tactical vehicles, although fewer than last year, including 1,200 1/2-ton
WMechanical Mules' and additional 1/Lh-ton, 3/L-ton, and 2-1/2-ton trucks.

In the electronics category, the Marine Corps would buy, in fiscal
year 1965, a variety of radar, radio, and other ccmmunications equipment,
including’ $16.5 million for 11 AN/TP3-32 hellcopter trensportable, high
deta rate, height-finding radars for use with the Marine Tactical Data
System (11rD3). The MIDS is composed of & number of Tactical Air Operations
Centers {(TAOC's each responsible for an air defense sector of the beach-

- - C o - +

the Tactical Air Comtrol Centers TACC). The TACC controls and coordinates
the various TAOC's and integrates the MIDS with the air control systems of
the other three Services. In fiscal ye&er 1965, we propose to procure two
mA0C's and two TACC's &t & cost of ebout $39 million.

D. ATR FORCE GENERAL PURPOSE FORCES

Our principal concern with regard to the Air Force tactical forces during
the last three years has been the urgent need to build up edequate air support
for the Army ground forces SO that they could engage, if peeded, in a
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susteined non-nuclear conflict. As I noted earlier, superior tactical
air power is essential to our position in Europe and would he of great
importance in local war situations in any part of the world where our
forces might be involved.

A substantial improvement in tactical air power has already been
achieved. The tactical fighter forces have been increased from 16 wings
with about [HEHN aircraft at the end of fiscal year 1961, to 21 wings
with about PRGN aircraft. The rate of procurement of Air Force tactlcal
fighters and 1econnaissance aireraft has been increased from 180 in fiscal
year 1961 to 435 dn fiscal year 1964. 1In eddition, a Special Air Warfare
Force of *.aircraft is being created for counterinsurgency
operaticns.

1. Tactical Fighter Forces

Last year we had planned tc maintain the fighter force at 21 wings
and _aircraft. We had elso tentatively planned to retain someﬁ
F-102 interceptors deployed overseas. For a rnumber of reasons, we now
think it wise to withdraw the F-102's during the next few years. In
Japan the growing capability of the indigenous air defense forces should
permit a reduction in our contribution there. In Europe,| N .. B

. . .
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Accordingly, we aow propose to increase the tacticel fighter force
to 24 wings with aireraft by fiscal year 1968, as shown on Table 12,
principally by retaining the F-100's in the force longer than planned
last year. The F-100's have ground sttack capability, while the F-102's
have none; and the F-100 can be refueled in the sir ard thus can be
rapidly deployed overseas, while the ¥-1C2 cannot. Moreover, as I noted
1ast vear, the rapid buildup of the multi-purpose F-U's during the next
few years will greatly increase our eir-to-air combat capability.

Three sguadrens of F-102's will be phased out of the-active forces
during the curreat fiscal year, four more during 1965, znd the remaining
squadrons in fiscal year 1968. The F-102's thus released will be
transferred to the Air NHational Guard for Continental Air Defense, as I
noted esriier, and some may be used for the Military Assistance Program.

We did consider the alternative of increasing procurement of F-U4's
in order to permit the phase-out of the F-100's and F-105's as planned
lact year. However, considering the marked gualitative superiority of
our tactical aireraft and the many studies now in progress which may
change our present concepts, I do not believe we ghould increase F-l
procurement at this time. Rather, we should continue with the very
substantial program proposed last year, totaling about [l eircraft

.Il[wings).
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Through fiscal yeer 1963, 337 F-4's were funded, andwill be
bought this year. The first F-L4's were accepted by the Air Force last
November and the first wing will be equipped early in fiscal year 1965.
For 1965 we propose to procure |J§§l F-l4's at a cost of $506 million.

While we do not propose &n increase in the number of F-b's, 1t does
appear desirable to initiate an avionics improvement program for this
aircraft. Although the F-4C 1s the best fighter/interceptor avallable
today, it does have [ weaknesses which can be largely remedied by
improved electronics:| R T e Lo T e
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— Accordingly, we now plan to istall e

reatly improving their gound attack effetive
of less than three percent. In addition, I
will also be eo yipped with a Ca LT

ey .
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incremental cost
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This improvement progran will necessitate a temporary reduction in
the previously planned production rate of Adr Force F-L's, from I

per month, which was to be reached by July 196k, to fl per month, and will
have the effect of deferring [} aircraft ($178 million) fram the fiscal
year 1963-65 period to fiscal year 1967. The JjJif per month rate will be

. reached in May 1966.

The tentative procurement schedule for the F-111A, as shown On
Table 13, remains the same as lest year with initial procurement to be
made in fiscal year 1965. About $233 million has already been provided
for the development of this aircraft and $321 million more is included
in the fiscal year 1965 budget request. 1In addition, about $159.6 million
is ineluded for the procurement of the first ten aircraft, initial spares,
and long leadtime components.

2. Tactical Bombers
\le have decided to transfer the remaining B-57 wing (48 UE aireraft)

to the Air National Guard about six months sooner than planned last year,
with the result that 1t drops ocut of the active foree structure during

the current fiscal year.
3. Tactical Reconnaissance Foerces
Gurrentiy, une tactical reconnaissance force is composed ol 1k

squadrons with about 235 airerafv, RF-101's end RB-66's, as shown on
Table 12. As planned last year, we intend to increase this force to
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20 squadrons with 360 aircraft (plus one RB-66 ECM squadron of 12 aircraft)
by the end of fiscel year 1967.

As & result of congressional action on the fiscal year 1964 request
and the need to provide aircraft for a new combat crew treining school
(ccTs), there will be & slippage fraom last year's program of two squadrons
of RF-4C's 1n fiscal years 1965-66. To help offset this slippage, two
sdditional squedrons of RB-66's will be held in the force through fiscal
year 1065.

For fiscal year 1965, $396 million is requested for 14k additional
RF-4C's bringing the total funded to 278. While we had intended last year
to procure 164 of these aircraft in fiscal year 1965, I believe it would
be more econcmical to hold et 12 aircraft per month and defer funding of
the remaining 20 RP-UC's until the following year.

L, KB-50 Tankers

The reduction of 20 KB-50 tankers fran the forece structure in the
fiscal year 196L4-65 period stems from a decision to phase out one of the
squadrons about two years earlier than previously planned.

5. Special Air Warfare Forces

At tne end of fiscel yeer 1964 the Special Alr Warfare Forces will
These forces include
such aircraft as the B-26, the T-20, the A-1k, the C-4b, and the U-10.
During fiscal year 1965 we propose to increase the force by transferring
P C-123's from the Airlift/Seelift forces to this mission where, based on
our experience with this aircraft in Vietnam, they can be put to much
better use.

6. Tactical Missiles

Presently, we have five MACE-A (MM-13B) and one MACE-B (MGM-13C)
tactical missile squadrons in Burope, and two MACE-B squadrons in Okinawa.
Although these older misslles are vulnerable to surprise attack, they do
provide a relatlvely cheap muiclear delivery potential, and we propose to
keep them in the force for the time belng.

Currently under development is the Medium Range Ballistic Missile.
This highly accurate, mobile, quick reacting theater strike weapon with
is being designed for deployment either on
1and or at sea. Filling the range gap between the 400-mile PERSHING and
the long-range POLARIS and ICBM's, tnis MREM will, we believe, prove an
extremely valuable insurance progran.
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T. Adr National Guard Forces

The Air National Guard General Purpose Forces at the end of
fiscel year 1964 will consist of 19 fighter squadrons, 13 reconnaissance
squadrons, 3 squadrons of B-5T tacticel bombers and 3 squadrons of XC-9T
tamkters - a total of about 700 aircrafti. The inventory of Guard aircraft
is expected to increase to about 820.

There heve been a number of changes in the composition of the Air
National Guard's force structure from thet planned last yeer, principally
as a result of decisions made in connection with the active force
structure which I discussed previously. Thus, the Air National Guard
will not receive the F-10C's and F-105's as soon as previously planned,
but they will receive the 45 B-57's and will retain their F-84's
somewhat longer. Horzover, after fiscal yeer 1065, we now nlan to build
the Gucrd's F-100 force to 55C ajrcraft - epout 175 more than previously
scheduled.

with respect to tactical reconnaissance, the Air lational Guard
would support 12 squadrons throughout the progran period with the RF-1C1
tentatively scheduled to phase-in during fiscal year 1969. The KC-97
fleet maintained by the Guard for in-flight refueling training will rise
from thres sauadrons to five during Tiscel year 1065.

8. Other Air Force Procurement

As I have pointed out over the past few years, an adequate stock of
non-nuclear ordnance is one of the most eritical elements of our overall
non-nuclear readiness posture. However, until very recently Air Force
stoclks of modern non-nuclear ordnance were in very short supply.

I believe that we have now
non-nuclear ordnance readiness.

assed the critical point in achieving
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Accordingly, we have included in our 1965 budget request a total of
3254 million for tactical non-muclear ordnance, compared with $303 million
for 1964, $el2 million for 1963 and $255 million for 1962. Only sbout
£98 million was procured in 1961. Imcluded in the 1965 procurement
progran are BULLFPUP-B missiles, over BULLPUP trainer missiles,
about SHRIKE anti-radar missiles, another increment of CBU-type
borbs and the first procurement of the SNAKEYE bamb. The fiscal year 1965
program also provides for the continued procurement of SPARROY air-to-alir
missiles, fire bombs, fuel tanks, pylons, rocket pods and other consumables.
As mentioned earlier, Air Force SPARROM stocks will be further increased
by the transfer of several thousand missiles from the Navy .

Also, sbout $61 million is included in the riscal year 196k Alr
Force program for the procurement of automatic data processing equipment.
Reductions in rental costs are estimated at $11 million in Piscal year
106k and $21.8 million per year thereafter.

C. Tactical pireraft Shelter Construction

Last year I pointed out that our tacticel sireraft deployed gverseas
are highly concentrated oOn & few bases and are therefore extremely vulnerable
to destruction on the ground by & surprise enemy sttack, elther nuclear oOr
non-nuelear. ‘hile it appears excessively costly to provide these aircraft
protection against & muclear attack, substantial protection can be provided,
and provided cheaply, egainst the threat of eneny/ non-nuclear attack. A
test program for an earth-covered, steel shelter with an armor plate door
costing about $100,000 each has now been successfully completed.

Last year we reguested $30 million in order to permit the earliest
possible {nitiation of work on the highest priority requirements. The
stem was eliminated from the fiscel year 1964 Military Construction
Authorization Bill, apparently vecause a test program had not been
completed and tne belief that a rurway repair capability had to be
developed before the shelters would be useful. As I noted, the test
progranm has now been campleted. <4th regard to the second cbiection, the
Air Force now has a progran underway to develop & TuIwey
repair capability which we expect would be fully in effect by the time

the shelters are constructed.

ye are now studying plans for reducing the vulnerability of
expensive heavy maintenance Pacilities in Europe by consolidatling such
maintenance On rearward bases. Besides improving our chances of being
eble to repair pattle damaged aireraft, we hope that this action, if it
proves reasible, will also result in manpower, gpare perts and forelgn
exchange savings.

The essential element of this overall effort, however, must be the
nircraft shelter progran which a1l of our studies show would greatly




B R I R T R RO NI TR |

increase the numbers of our tactical fighters surviving e surprise non-

nuclear attaclk. Ue believe that about of these shelters will be
d in the Pacific. This should

needed, approximately ir Europe &an

be sufficient to protectH of our aircraft overseas, provided some
protection for aircraft deployed in an emergency and protect rurmway repair
eguipment and other eritical items essential for combat.

We are again requesting funds for this program in fiscal year 1965,
this time in the amount of $20 million for the firet increment of shelters
and I most strongly urge your support of this important program.

E. TACTICAL EXERCISES

Tactical exercises for elements of the general purpose forces serve
many important cbjectives:

(1) They enable the units jnvolved to maintain & high state of
combat readiness by frequent practice of their skills.

(2) They provide an opportunity for elements of one Service to work
closely with other elements of its own or other Services or
those of our Allies upon whom they would have to depend in
wartime.

{(3) They enable Defense planners to test new militery concepts
and to discard those which prove bad, and give us sonfidence

in those which prove successful.

(4) They show the world, including our potential enemies, that our
1imited war capability is both great and real.

During the last year we began & series of large-scale tactical
exercises. Big Lift, the deployment by air of an air wing plus the
personnel of the entire ond Armored Division from the United States %o
Germany was the first of these. During fiscal year 1965, additional
exercises of this type are planned and provision for them has been made
in the "joint exercise" budget of $109 million.

A1l of the Services, of course, will also conduct extensive programs
of unit exercises not involving other Service participation, or combined
exercises which fall outside of the definition of the joint mobility
exercises directed by the Joint Chiefs of Staff. The Navy and Marine
Corps have scheduled a full program of training and readiness exerclses
As in recent years, these will emphasize amphibious, ASW, mine warfare,
strike, and anti-alr warfare capabilities. Finally, we will also participate
in a large number of joint exercises with elements of allied military
establishments, inclvding those of RATO, SEATO and Latin American

Countries.




¥. FINANCIAL SUMMARY

The General Purpose Forces Program which I have outlined will
require total obiigational authority of $18.5 »villion in fiscal year
1965. A comparison with prior years is shown below:

(4 Billions, Fiscal Years)

1962 1962 1963 1064 1065
Original Final Actual Estimated Proposed.

Total Obligational
Authority 14.5 17.5 17.8 16.1 1C.5
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V. AIRLIFT AND SEALIFT FORCES

Closely related to the General Purpose Forces are the airlift and
sealift forces required to move them promptly to wherever they might be
needed. Included in the airlift forces are both the MATS transports
and the Air Force Tactical Air Command troop carrier aircraft. The sea-
1ift forces include the troop ships, cargo ships and tankers operated by
the Military Sea Transportation Service and the "Forwvard Floating Bases .

A., THE REQUIREMENT

The requirements for Airlift and Sealift Forces are not susceptible
to precise calculation.

First, they are subject to most of the same uncertainties which afflict
the General Purpose Forces - the wide variety of possible contingencies,
the uncertainties concerning the military strength of our opponents, etc.

Second, the gquick reaction capability which these forces help to pro-
vide can be achieved in a number of ways: by forward deployment of military
forces, by the prepositioning of equipment and supplies either on land or
in ships, and by the deployment of both men and equipment from e central
reserve in the United States. Each of these alternatives, and variations
of them, has certain advantages and disadvantages. And, as I pointed out
last year, our present program is based on using a combination of these
various methods, but we still have much to learn about the proper balance
among them.

Finally, while we have a vast background of experience in the sealift
area, we are only now just beginning to test realistically the potentials
of airlift. As has been pointed out before, it has long been recognized
that a rapid deployment capability can, to a significant if imprecisely
known extent, substitute for additional forces. Once having invested in
this capability, however, it may also become economical to shift even
more of the logistical burden from other modes of transportaticn to air-
1ift. Moreover, such unanswered gquestions as the future theater air
mobility requirements for Army units, the concepts for which are now being
tested, raise other uncertainties about the entire 1ift problem.

Nevertheless, the requirements determination problem is by no means
urmanageable and, during the past year, our studies and exercises have
added considerably to our knowledge.

With respect to sealift, our studies indicate that, generally, our
present ocean-going cargo capability (including the large available Merchant
Marine) is sufficient to meet wartime needs. Presently available troop
sealift, while not completely adequate for every possible contingency, is
not & matter of serious concern inasmuch as there appears to be a concwrrent
surplus of passenger airlift capability in every case we have examined.
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Tndenrd, our chief problem in this area appears to be qualitative, and I
wilil discuss this aspect later.

B. ATRLIFT

With respect to the planning of airlift, our critical reguirements.
appear to be those occurring in the first 30 days of a large-scale limited
wer in a remote ares. Up until now it has not been necessary to determine
peak deployment requirements with any precision, since we were obviously
far short of any reasonable goal. However, as shown on Table 1L, by 1968
our airlift capability will be about four times that of 1961 and & better
measure of our wltimate needs and goals is novw necessary .

T

-

. : . I’ 1. ring the past year,
udies have been made of the 1ift that would be required to
move and support vericus size forces to this ared under a variety of
asswiwptions. Based on the results of these studies, we nowW pelieve that
ve clearly reouwire an increase in deployment capability of
ebhout 20,00. tons and perheps &5 mich as 65,000 tons over the amount pre-
viously programed to be achieved by fiscal year 1968 (60,000 tons) --
depending upon the amount of prepositioning which proves to be economically
and militarily feasible. Prepositioning (particularly of non-air transport-
able items) will have to be greatly expanded in amy event, but it cannot
completely substitute for airlift.

Accordingly, vwe now propose to increase the airlift program by adding
seven squedrons (132 UE aircraft) of C-1kl's %o the force structure at the
end of the program period, raising the total nurber of UL c-1%1's from 203
previously planned for end fiscal year 1968 to 320 by end fiscal year 1970.
This increase would pernit the cancellation of the 1ast two squadrons of
0-130's (32 U aircraft) with a savings of about 315 million per yeer in
operating costs, in eddition to the reduction in investment costs. Ten
of the 112 additional UE c-1L41's would replace the capacity lost by this
cancellation.

e now have 4O C¢-135's in the force. These aircraft were not designed
for the sustained, heavy duty operations typical of MATS and were procured
to provide only &n interim modernization of our airlift capacity pending
the delivery of more capable pireraft. To continue them in the MATS role
weuld reguire expensive wing modifications costing &s mch as $50 million.
Such an outlay would not be justified inasmuch as these ¢-135's are
virtually ideal aircraft for use in other Air Force missions (e.g., AlT
Weather Service and test bed aircraft for R&D projects) for which aircraft
might otherwise heve to be procured. Twenty-four of the additional UE
C-141's could do the work of these 40 C-135's, with & savings in annual
operating costs of about $10 million a year.
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” The net increase of T8 UE C-l1kl's in the force would provide a 20
percent increase in our airlift capability in fiscal year 1969 over that
nov programed for fiscal year 1968, and at about the same annual operating
cost as the previously approved prograu.

The additional C-1lb1's, however, would not be delivered until fiscal
years 1968-T0. To meke up the temporary loOss of capacity resulting from
_he cancellation of the C-130's and the phase-out of the €-13%'s, we
propose to keep the Cc-124's in the active forces about iwo years longer
then previously planned. This, in turn, creates a problem for the Alr
Force Reserve, as the c-12h's were scheduled to replace about half of the
present C-119 force. To alleviate this problem, we propose o deley the
previously planned reduction of Reserve C-119's by about two years.

Finally, as I noted earlier, all of the C-123's now in the airlift
forces will be transferred to the counterinsurgency forces (COIN) in fiscal
year 1965, twc years earlier than previously planned. The transfer of these
aircraft will not appreciably reduce our airlift capacity.

As shown on Table 14, by the end of fiscal 1ift
capability of the force we now propose would be BN o

: N I NERNEY .- respectively, SRR
/ higher than we actually had at the end of fiscal year 1961.

0 1., Airlif+ Aircraft P.rocurement

The revised airlift aircraft procurement program is shown on Table 15.
Tme Tiscal year 1964 procurement of C-130's has been reduced frow
a reduction of [l aircraft . The saving of
$121 million is to be applied as follows: $32 million for cost increases
in the C-141 program; $42 million for cost increases on the RF-4C; $34 mil-
lion far the one percent overall reduction imposed by the Congress in
acting on our fiscal year 1964 budget request; and the remainder for a
wide variety of cost increases in other aircraft programs.

Q the 30-da
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The fiscal year 1965 budget requesi includes s51h million for the
procurement of 84 C-141's, the same number planned last year. The addi-
tional 139 C-141's (112 UT and 27 command support, training, and attrition)
are added to the end of the procurement prograu, 66 more in fiscal yeer
1967 (raising the total to 84) and the balance of 73 in fiscal year 1968.

2., Future Airlift Aircraft

T stated last year, in connection with the problem of finding & re-
placenent for the "outsize" cargo capability of the C-133, that we might
soon heve to undertake the development and procurement of a new large cargo
transport. Despite the significant augmentation in cargo capability pro-
vided by the C-1kl, our latest studies show that about 25 percent of our
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peacetime airlift traffic consists of such items as radars, communicetions
vans, aircraft wings, large Army vehicles, ICRi's and space equipment which
are too large for the C-1k1 and must be transported by C-133's or C-124's.
More importantly, a large proportion of our wartime cargo would also be
outsize to the C-1bl; for example, over one-third of the equipment of an
infantry division would be too large for this aircraft. Moreover, the

new air assault division may pose additional outsize cargo problems with
its large complement of helicopters and 1its need for ultra-rapid deployment.

The C-124's now average about 11-1/2 years of heavy service and are
scheduled to be phased out of the active airlift force completely by the
end of fiscal year 1969. By that time only 40 C-133's are expected to be
available and these will have become very difficult to waintain because of
age and structural fatigue problems. Hence, by the end of the decade, our
airlift capability will be limited pretty much to vhat can be carried in
C-130's and C-141's. Vhile there are a number of partially effective solu-
tions to ihe outsize cargo problem, such as dismantling large items, pre-
positioning them, and redesigning them, each has its costs and disadvantages.

The capability to move outsize cargo would not, of itself, justify the
cost of developing a new transport. However, preliminary design studies
{ndicate that a large transport in the 600,000 1b. class (the C-141's
maximum take-off weight will be about 316,000 1bs.) could not only carry
sll of the outsize items we are concerned with but would also be very
economical to operate at full lcad for most types of military cargo.

For example, in deploying Army forces, such an aireraft would be about
three times as productive as the C-141, yet its operating costs would be
only 50 percent greater. It would achieve these advantages chiefly because
of a much better balance between meximum payloads and available space in
the aircraft fuselage. Moreover, some of the proposed configurations would
be able to use runways now considered suitable only for the light, twin
engine C-123.

The economic operating advantages of such a transport, as compared
with the C-141, suggest that if a sufficiently large urmet airlift require-
ment exists to permit amortization of development cost, that requirement
ought to be met with the new transport. As I mentioned before, while we
are studying the problem intensively, we are not now in & position to
determine the exact extent to which future requirements will exceed our
currently planned capability. Nevertheless, our analyses thus far indicate
that there is still a substantial amount of airlift needed and that the
potential gains from the new transport are sufficiently attractive and
realizeabls to warrant an immediate and comprehensive gtudy cffort on all
of the crucisl aspects of the problem. We, therefore, plan to undertake
a number of "in-house" studies, using the military departments, OSD staff
offices, and the Veapons System Evaluation Group (WSEG). Other matters
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such as special design features, performance characteristics, ete., will
be studied by selected aircraft manufacturers under contract to the
Defense Department, With this information in hand, I should be able to
recommend st this time next year whether we should commence & full-scale
development program in fiscal year 1966 which would cost, eventually,
between $350 and $500 million. The investment cost for a three-squadron
force (48 UE mircraft) would amount to about $1.2 to $1.5 billion.

Mo finance the necessary studies, I propose to use about $10 million
in fiscal year 1964 from the Emergency Fund. If by September, it appears
that full-scale development is warranted, it will become necessary to
provide additional funds for design competition expenses. I have included
$7 million in the fiscal year 1965 budget request for this purpose.

If we were to decide to go shead with development and procurement of &
new large transport, we would most likely want to make some adjustments in
the procurement and deployment schedule for the C-141 in the latter part
of the period.

3, Reserve Component Adrlift

In addition to the large airlift capacity being bullt into our active
forces, we will continue to maintain and improve the airlift capability in
the Air Force reserve components, as shown on Table 14. As additional
¢-124's become aveilable for the Air Force Reserve, the number of C-119's
will gradually be reduced. The airlift capability of the Air National Guard
has already been significantly increased by the receipt of additional C-97's
(converted KC-97's phased out of the active force) and C-121's.

By the end of fiscal year 1969, the Air Force reserve components will
have @ total of 828 aircraft of which 500 will have a long-range airlift
capability. All of the reserve airlift aircraft are maintained in ready
condition and are ready for deployment in 2k hours.

4. Civil Reserve Air Fleet (CRAF)

Finally, upon the declaration of a national emergency by the President
or the Congress, the Defense Department could call upon some 255 commercial
aircraft, about half of which are modern jets, in the Civil Reserve Air
Fleet (CRAF), While the cargo-carrying capacity of these aircraft is
limited by their configuration, their passenger-carrying capacity is very
substantial. Tne CRAF force could be available within 48 hours after the
declaration of a national emergency and could be counted upon for the
movement of personnel, particularly those personnel brought in to utilize
prepositioned equipment. CRAF could also be used for resupply purposes,
where packaged high density items represent a large share of the load and
would fill the gap on routine overseas runs left by MATS aircraft called
away for other more urgent missions.
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C. SEALIFT

As I noted earlier, owr most recent studies of sealift requirements
indicate the current combined military/civilian capabilities ere generally
adequate to our requirements. Accordingly, no important changes have been
made in the sealift forces presented to the Committee last year. These
forces are shown on Table 1h.

1. Troop Ships

Last year we decided to retain the 16 MSTS troop ships in the active
fleet two years longer than previously planned, end to start phasing them
out in fiscal year 1966, instead of 196k. Ue did this to provide some
extra insurance during the period when our passenger airlift would still
be in the buildup stage. I see no reason to alter that schedule nov.
However, during the coming rmonths a number of recent studies dealing with
the iroop ship requirement and airlift/sealift generally, @s well as the
results of the exercises 213 13i°t and Quick Release, will be undergoing a
thorough evaluation, both by my office and by the Joint Chiefs of Staff,
These studies and analyses will provide a basis for a decision on the
disposition of these troop ships in fiscal year 1966.

2. Cargo Ships

Our main concern with respect to cargo sealift is not so much with
the number of ships as with the gualitative characteristiecs of the small
MSTS fleet of cargo ships and tankers. We did consider a new construction
progran for general purpose cargo ships in the fiscal year 1966-69 period,
but the requirement for these ships is not urgent enough to warrant a
decision at this time.

with respect to the Roll-on/Roll-off ships, three had been authorized
through fiscal year 1963 and two are already in the active fleet. Ve
proposed last year to construct one additional Roll-on/Roll-off ship in
each Tiscal year, 1964 through 1967, for a total of seven. The Congress
eliminated the funds requested for the fiscal year 1964 ship, pending the
completion and evaluation of tests involving the roll-on/roll-off concept
as compared with conventional loading practices. These tests have now
been completed and preliminary results support the roll-on/roll-off concept.
I have therefore included $19 million in the fiscal year 1965 budget for
the construction of a roll-on/roll-off ship and have tentatively programed
one additional ship in fiscal year 1966, and two in fiscal year 1967.

We are also studying a nev type of roll-on/roll-off ship which promises
perhaps twice the capacity, additional speed, and lower procurement and
operating costs. If our analyses over the next few months bear out the
advantages of this new type, I will propose a change-Oover to the new design,
beginning with the fiscal year 1965 ship. At that time I may also wish to
propose a change in the total force objective.
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3. Tankers

In order to increase our tanker capacity, we propose the rehabili-
tation and lengthening of four MSTS tankers, two in fiscal year 1965
and two in 1966. These MSTS tankers are much smaller than their com-
mercial counterparts and, hence, are uniquely suitable for operation
in shallow ports and estuaries characteristic of many areas of the
world. However, of the 25 tankers now in the active fleet, 19 were
built during World War II and a beginning must be made on modernizing
these ships so as to lengthen their service life and increase their
efficiency.

Our increasing dependence on airlift will undoubtedly result in a
requirement for greater POL storage capacity in forwerd areas and an
increased requirement for tanker resupply. This will be particularly
true in the Pacific area and at the enroute island bases. I have there-
fore directed that a study be mede of our world-wide requirements for
POL storage and tanker resupply in relation to our anticipated deploy-
ment requirements.

4, TForward Floating Depots

One of the major determinants of airlift/sealift requirements is the
amount of equipment and supplies which can be feasibly maintained over-
seas, either in land-based or sea-based depots. There are, of course,
many factors that must be taken into account in assessing the contribu-
tion that prepositioning can make to our "quick reaction” capability.
Lend-based prepositioning depots have certain inherent limitations:
reloading facilities may be limited or political restrictions imposed
by the host country may jeopardize the immediate availability of the
stocks. Also, this type of prepositioning almost inevitably involves
foreign exchange costs and thereby affects our balance of payments.
Moreover, there is the absolute cost of malntaining the materiel overseas
in a ready-to-use condition. In Southeast Asia, for example, this cost
can run very high for certain types of equipment that are especially
susceptible to deterioration in hot and humid climates.

For these reasons, we are continuing to test the so-called "floating
depot" concept that I talked about last year. We now have three ships
converted for this purpose on station at Subic Bay in the Philippines.
These ships are temperature and humidity contrelled and

. They can move quickly
to any part of the Fer East in a few days, and troops can be airlifted
to join them well within the time the ships require to get to their
destination. The upcoming troop deployment exercises to Scutheast Asla
will give us an opportunity to test operationally the forward floating
base concept, e.g., reaction time, condition of material, etc. If these
tests are successful, we will propose a major expansion in the forward
floating base program for fiscal year 1966.
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D, FINANCIAL SUMMARY

gram I have outlined will require Total

The Airlift and Sealift Pro
in fiscal yeer 1965. A comparison

Obligational Authority of $1.4 billion
with prior fiscal years is shown below:

($ Billions, Fiscal Year)

1962 1962 1963 196k 1965
Orig. Final Actual Est. Proposed

Total Obligational
Authority .9 1.2 1.k 1.3 1.4
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VI. RESERVE AND NATIONAL GUARD FORCES

A, GENERAL

In the preceding sections of this statement I have discussed most
of the important issues involved in the Reserve and National Guard Pro-
gram. In this section I would like to summarize the numbers of men on
paid status and the costs of the program. The numbers of Reserve and
National Guard personnel in regular paid training for fiscal years 1961,
1962, 1963, 196k, and 1965, are shown on Table 16.

As shown at the bottom of the Table, we have budgeted for 1,065,400
Reserve and National Guard persomnnel on pald status at the end of 1965.
This compares with 1,050,400 at end 1964 and 964,400 at end 1963. Of
these mumbers, 987,500 personnel would be in regular paid drill treining
status at the end of 1965, compared with 947,500 at end 1964 and 896,500
at the end of 1963.

B. ARMY RESERVE

We have again programed a total of 300,000 Army reservists on paid
drill training for end 1964, but it now appears that the Army Reserve
will end the current fiscal year with a participating paid drill strength
of about 264,000. The shortfall below the programed strength is the re-
sult primarily of the exceptionelly large losses we have been experiencing
over the past two years. In order to offset these losses we have budgeted
for an increase in six-months trainees to 61,800 in fiscal year 1965 com-
pared with 48,000 in the current fiscal year end 28,900 in fiscal year
1963. For end 1965, we plan again to program 300,000 on paid drill status,
but we have budgeted for a participating paid drill end strength of
285,000, the number we estimate can be actually attained. The budget
also provides two weeks annual active duty training for 58,400 reservists,
compared with about 80,400 in the current year and 47,200 in 1962.

C. ARMY NATTONAL GUARD

In the case of the Army National Guard, we have programed a total paid
drill training strength of 400,000 for the end of the current year. We
currently estimate a participating paid drill strength of 376,000 at end
1964, compared with 360,700 at end 1963, The exceptionally large turnover
of personnel is the principal reason for the shortfall. As in the case of
the Reserve, the Guard's fiscal year 1965 six-months training program would
be raised to a level of 86,400, compared with 81,500 in the current yeer and
59,200 in fiscal year 1963. Ve plan, again, to program 400,000 for end
1965, but have budgeted for a participating paid drill training end strength
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of 395,000, the number we estimate can be attained by that time.
D. NAVAL RESERVE

For the Naval Reserve we have programed a total of 126,000 men on
peid drill training stetus for end 1965, the seme number estimated for
the end of the current fiscal year. The comparable fiscal year 1963
strength was 119,600. In addition, about 8,600 Naval Reserve officers
and enlisted men are expected to perform active duty training in fis=-
cal year 1965, compared with 10,100 in the current year and 9,800 in
fiscal year 1963. The difference of 1,500 (all enlisted men) between
fiscal year 1965 and the current year 1s besed on a reduced estimate
of the number expected to participate in this phase of the program.

E. MARTNE CORPS RESERVE

The 1965 budget provides regular paid arill training for 45,500
Marine Corps reservists, the same number programed for 1964. In addi-
tion 3,400 reservists will be provided two weeks or thirty days training,
the seme as the current year's program.

F. AIR FORCE RESERVE

For the Air Force Reserve, the 1965 budget provides a total of
61,000 on paid drill training stetus, the same number estimeated for the
end of the current year. An additional 7,500 reservists will receive
two weeks active duty training, compared with about 3,000 planned for
the current year. We are now restudying the entire Air Force Reserve
program for recovery groups and squadrons with a view to reorganizing
the present structure in order to fit it better to our changing require-
ments. Consequently, until our plans are firm, we are proposing only
a nominal increase in the strength of these units in fiscal year 1965
(from sbout 13,000 at the beginning of the year to 14,900 at the end),
to be mchieved within the 61,000 end strengths.

G. AIR NATIONAL GUARD

The budget provides pald drill treining for 75,000 Alr National
Guard personnel, the seme as provided for in the current year and about
700 more than the number receiving paid drill treining at the end of
fiscal year 1963.

H. RESERVE OFFICER PARTICIPATION IN THE CIVIL DEFENSE FROGRAM
I described to you last year our program to encourege certain re-

serve component officers to volunteer as Civil Defense instructors and
adnministrators on a non-pay besis. These officers, who must have
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discharged their obligated service, do receive retirement point credit
for stated periods of service with regional, state, and local Civil
Defense activities. At present, there are about 4,500 officers partici-
pating in this program.

I. OFFICERS EDUCATION PROGRAM (ROTIC)

A bill to reorgenize the Reserve Officer Training Corps program
of the three military departments is now before the Congress and pending
final action on that legislation, the fiscal year 1965 program proposed
in the budget request is essentially the same as the current year.

In the Junior (high school) division of the Army program, we expect
a training load of about 67,000, about 1,000 more than the current year.
In the Army senior (colleges divisisn an estimated 158,000 are expected
to participate, about 5,000 more than the current year. Production of
carmissioned officers, however, is expected o remain stable at about
11,800 per year.

Participation in the Air Force senlor division program in fiscal
year 1965 is expected to be ebout 101,000, sbout 3,000 more than the
current year. Production of officers will rise by about 1,000 to approxi-
mately 4,600. In fiscel yeer 1965, both the Navy's cantract and regular
ROTC programs are expected 10 remain at the current yeasr levels of about
5,300 and 5,500 respectively. Total number of officers to be commissioned
is estimated at about 2,000, about 300 more than the current year.

The strengths of the reserve officer candidate programs of Navy and
Marine Corps will be about 2,800, about 1,100 fewer than the current yeer.
Production of ccommissioned officers is estimated at about 1,000, about 200
fewer than the current year.

J. FINANCIAL SUMMARY

The Reserve and National Guard Forces I have outlined will require
Totgl Obligational Authority of $2.0 billion for fiscal year 1965. A
camparison with prior years is shown below:

($ Billions, Fiscel Year)

1962 1962 1963 1964 1965
Original Finel Actusl Estimated Proposed

Total Obligational
Authority 1.7 1.8 1.8 2.0 2.0
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VII. RESEARCH AND DEVELOPMENT

This program includes all the research and development effort not
directly identified with elements of other programs. In my discussion of
the mission-oriented programs, Strategic Retealiatory Forces, General
Purpose Forces, etc., I have already touched on & number of R&D projects.
At this point I would like to round out in a more systematic fashion the
content of the Research and Development Program as a whole.

Last year I described the steps being teken to improve the management
of the Defense Department's Research and Development Program. This program
has grown rapidly during the last few years and new techniques for its
menzgement have had to be developed. The R&D Program is now divided into
six broad categories: Research; Exploratory Development; Advenced
Development; Engineering Development; Management and Support; and
Operational Systems Development, the research and development costs of sys-
tems which have been approved for production and deployment.

The first four broad categories of the R&D Program reflect, in a very
general sense, phases of the evclutionary process by which ideas are even-
tually transleted into useful military hardware. Each category or phase
reguires a somewhat different management technique. Thus, in the first twe
phases, Research and Exploratory Development, we do not as & general rule
ettempt to prescribe goals, milestones and time schedules. Projects in-
cluded in these categories are usually controlled on a "level of effort"
basis.

As ideas progress to the development of hardware for experimental
tests, i.e., the Advanced Development stage, we begin to identify each
project with a specific military application or technique, and we begin to
question in depth its potential military utility. During this phase we
zlso begin to explore the costs of the most likely applications in order
to determine whether the potentisl operational benefit would be worth the
cost of development, production, and deployment.

In the fourth stage, where a system is to be engineered for service
use and for operational employment, large commitments of resources must be
made to single projects. Accordingly, before full-scale development is
initiated, the specific operational requirements and the cost effectiveness
of the system must be confirmed, and goals, milestones and time schedules
must be established. It is at this point that we require what we call a
"project definition phase" for all large endeavors. And, it is in this
phase that all the aspects of & development are tied together into a single
plan which gefines, for Government and industry alike, what is wanted, how
it is to be designed and built, how it will be used, what it will cost, and
what systems and technigques will be used to manage the program.
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Thus, the first three categories provide the "technical building
blocks" that we need for the fourth or fifth category, engineering or opera-
tional systems development. We realize, of course, that it is impossible
to "plan" technological evolution. We know that some of our research and
engineering efforts in these earlier stages will not lead to any useful
products and we know that we will encounter some needs which have not been
anticipated. But unless the basic "building blocks" are provided in a
timely manner, our efforts to define and manage the large-scale system de-
velopments will suffer, and we will be inviting the costly and inefficient
crash programs and telescoped development-production efforts we wish to
avoid. Moreover, by planning the "non-system” part of our Defense research
and engineering effort without trying to tie it to a particular systems de-
velopment, we should be able to achieve a greeter degree of standardization
which, through repeated use of the same or similer components, should in-
crease reliebility, reduce costs and help to simplify the logistics problem.

Having restructured the R&D progrem and developed the techniques re-
guired to manzge it efficiently, we addressed ourselves this year toc a com-
prehensive review of the on-going program. In a research and development
effort of this sort, exploring, as it should, new froniiers of knowledge and
new avenues of technology, some false starts must be expected. Furthermore,
militery requirements are always changing and new technological ané scienti-
Tic discoveries are continually being made. Thus, there will always be some
projects which appeared to be sound and useful - three, two, or even one
year ago - but which, today, are no longer worth their cost. These projects
mist be culled out of the program promptly if we are to make the most ef-
fective use of the resources - men, money, and facilities - devoted to re-
search and development. To do this requires a very thorough and comprehen-
sive review of a great number of individual efforts, many of which are in-
terrelated.

Such & review was completed last year and a sizeable number of R&D
projects have been eliminated from the program or completely reoriented.
The net effect has been that for all RDT&E appropriatiocns, our fiscel year
1965 budget request is $6,722 million, $540 million less than the amount
requested for fiscal year 1964, and $227 million less than the amount ap-
propriated by the Congress for fiscal year 196kL. '

Although I cannot promise that there will be no further change in the
detzil of the Research and Development Prograz over the next year anc a
half, I can assure ycu that the totel emounts requested are austere and that
an extensive job of pruning has been done. 1 am, of course, fully aware of
the growing congressional concern with Government R&D programs generally,
and I welcome a thorough enalysis of our work. But I do want to caution
that "scross-the-board" cuts could be very damaging to our future security.
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We expect you to continue to scrutinize our budget Proposals very
closely and we are prepared to explain them in any level of detail you may
desire. We have teken intc account the fact that the Research and Develop-
ment Program has increased relatively rapidly in the last few years and on
the basis of our detailed review we believe that some reduction from 1964
is warranted - but not a sharp step downward. The near revolutionary prog-
ress in science and technology has been opening up an ever-increasing num-
ber of technological choices. While we need not try all of them, we cer-
tainly must continue to explore at least the most promising prospects, and
this means the continuous initiation of new research and development proj-
ects, as well as the continued support of promising lines of investigation
started in previcus years.

We must be certain that we are always covering the most critical areas
of new technclogy. The time it is taking us to catch up with the Soviet
Unicn in the development of large space boosters is but one example of what
can happen when we fall behind in any major area. Fortunately, we are aheagd
of our competitcrs in the fields most important for our security, but we
will be able tc stay ahead only if we contimue a broad, well-balanced and
vigorous research and development effort, an effort which is sufficiently
comprehensive and challenging to retain the interest and support of the most
capable technical talent available,

Before I turn to the specifics of the Research and Development Program,
there are two general areas which might usefully be discussed as entities,
rather than in terms of the separate projects which they comprise. These
are Nuclear Testing and Test Detection, and Space Development Projects.

A NUCLEAR TESTING AND TEST DETECTION

In testifying on the test ban treaty before the Senate Armed Services
Commi ttee, the Department of Defense committed itself to four specific safe-
guards:

l. The conduct of comprehensive, aggressive and continuing under-
ground nuclear test programs designed to add to our knowledge and
te improve cur weapons in 211 areas of significance to ocur mili-
tary posture for the future.

2. The maintenance of modern nuclear laboratory facilities and pro-
grams in theoretical and exploratory nuclear technology which
will attract, retain, and ensure the continued application of
our humen scientific resources to these programs on which con-
tinued progress in nuclear technology depends.

3« The meintenance of the facilities and resources necessary to in-
stitute promptly nuclear tests in the atmosphere should they be
deemed essential to our naticnal security or should the treaty or
any of its terms be abrogated by the Soviet Union.
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4, The improvement of our capebility, within feasible and practical
limits, to monitor the terms of the treaty, to detect violations,
and to maintein our knowledge of Sino-Soviet nucleer activity,
capabilities, and achievements.

The Defense Depertment's portion of this joint undertaking with the
Atomic Energy Commission is shown in Table 17. For fiscal year 1965 we are
budgeting & totel of $279.2 million for our share of this program, as com-
pered with $223.6 million in fiscal year 1964,

In support of the first safeguard, underground testing, the Atomic
Energy Comrission is carrying out weapons development tests to meet the
needs of the Defense Department for new and improved weapons. The Defense
Department, which has the responsibility for weapons effects tests, is pre-
pering for a series of twelve tests to be conducted at the Nevada Test
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SRRV e fiscal year 1965 Defense budget includes about $23 mil-
licn for underground testing.

In support of the second safeguard, maintenance of laboratory facill-
ties and programs, our 1965 budget includes sbout $53 million for nuclear
weapons effects research and the Department of Defense's share of the cost
of research, development, test, and evaluation associated with nuclear
weapons development. The neffects" research program includes laboratory
and theoretical investigation of air blast and ground shock, water blast
eni shock effects, thermel and nuclear rediation, electromagnetic phenomena
end biomedical effects. The Department of Defense's portion of the weapons
development effort includes work on fuzing and firing systems, retardation
systems, ballistic cases, aircraft compatibility testing and vulnerablility
tests.

With regard to the third safeguard, maintenance of a standby atmos-
pheric test capebilily, we have budgeted approximately $77 million in fiscal
yesr 1965. Improvement of the test fecility at Johnston Island was, for the
most part, financed in fiscal yeers 1963-6L4 at a cost of about $37 million.
Other preparations for .etmeospherZc testing will include: research, develop-
ment and procurement of long leadtime instrumentation and instrument carri-
ers; the maintenance 11 this equipment; and the support of a joint task
force in-being. we should have a capability to begin
atmospheric and underwater effects tests within six months of notice,
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stockpile proof tests within about two months, operational systems tests
within about two to three months and weapons development tests within about
three months.

In support of the fourth safeguard, the monitcring of Sino-Soviet ac-
tions, we have included about $127 million in the 1065 budget compared with
$101 million in 196k. More than half of the increase is for the augmenta-
tion of the Atomic Energy Detection System (AEDS). About $34 million hes
already been invested in this system and operating costs currently run
goocut $29 million per year. We now Dropose to invest ancther $100 millicn
during the fiscal year 1964-69 period, about $28 million in 1965. During
the same period, the annusl operatving cost of the AEDS will increase to
about $40 million. To continue development of seismic and other ground-
hased detection systems, end particularly to develop further a satellite-
based system, we prepose that the VELA progrem be incressed to $61 million
in fiscel yeer 1965 as compared with $51 million in fiscal year 1964, This
sugmented program would provide for the isunching of another experimental
detzction satellite in additicn to the Two launched this fiscal year.

E. SFACE DEVELOPMETT PRCJECTS

Beceuse of the importance of the Defense Department's space program

+e pelation te the national space efford, 1 pelieve it would be useful
his point to discuss that progra: as & whole. The program proposed for
sczl year 1965 is summerized on Teble 18. Certzin projects, particularly
cse in the first twe categories, Spacecrafi Mission Projects and Vehicle,
gine, and Component Developments, are clearly identifiable as part of this
program. Cther activities, particularly ground support, supporting research
and development, and general support, mist be prorated to the space program
sixce they alsc contribute to other Defense programs. In total, we estimate
2% zhout $1,478 million of our fiscal year 1965 budget request is for
space, sbout $1LC million less than fiscal yesr 1964, but almost double the
tiscal year 1961 level.

™

o 3
ct

jm i B

1 ¢k Hy @ 0

P

;

T

Lazt year I tclé the Committee thet we considered it essentiel that
the Defense Department's space prograi meet two fundamental criferia.
First, it rust mesh with the efforts of the National Aercnautics and Space
Larinistration (NASA) in all vitel arezs; that is, the Defense and NASA
grams, taken together, mist constitute an integrated national program.

second, prcjects supported by the Defense Department must hold the

: stinet promise of enhancing our military power and effectiveness.
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Speaking broadly, approximately half of our space effort is directly

related to relatively well recognized and understood military reguirements
such as satellite communications and navigation systems,b_
~etc. The baleance of our effort, however, 1s
simed at creating a broad base of nev technology, devices, and in some
cases, systems for possible future application. Space technology is still
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very new and its implications, especially for the military mission, can not
be fully foreseen at this time. This is particularly true with regard to
the potentials of a "man-in-space". That is why we have been pursuing, up
to now, a relatively wide range of efforts related to space technoclogy.

But the time has come when, in our judgment, these efforts should be more
sharply focused on those areas which hold the greatest promise of military
utility.

1. Spacecraft Mission Projects

As you kncw, I had been concerned for some time sbout the role of the
TYNASOAR (X-20) program in our overall space effort. The principal objec-
tive of this program was to explore the feasibility and practical value of
pilot-controlied, maneuverable re-entry and recovery from orbit at a time
and place of the pilot's own choosing.

The X-20 was not contemplated as a weapon system or even as a proto-
type of a weapon system. Its distinguishing feature, &s compared with
MERCURY and GEMINI, was to be its substantial lifting maneuver capability,
which would have enabled it to operate in the Mach 5 to Mach 25 regime and
to de-orbit and land at any number of points within a very large &8Irea.
But, because of its very limited flight endurance and payload capacity (75
cubic feet/1,000 1bs. ), DYNASOAR's value in exploring man's military use-
fulness in space would have been reletively small.

Yet, from the military point of view, the determination of man's
akility to perform useful military missions in space is the more immediate
provlen, and for this purpose DYNASOAR was so limited as to meke it a very
poor choice. The maneuverability feature of DYNASOAR, while of great in-
terest, is not needed now, and will not be needed until man's unique capa-
nilities in space have not only been demonstrated, but are actually being
used in a semi-routine menner. And, even when that point is reached, it is
highly questionable that =z vehicle of the DYNASOAR type would be desired.
If it should develop that there is indeed a substantial military role for
"yar-in-space,” we would need a much more capable vehicle than DYNASOAR
(which as conceived could carry only one passenger) to get them there, per-
mit them to operate there effectively, and then bring them back when their
mission is accomplished.

With regard to the aerodynamic exploration of the Mach 5-Mach 25
flight regime, the desired technical data may be obtained more economically,
and for a wider variety of materiels and conditions, through the use of
small unmanned vehicles such as "ASSET". This is one of several vehicles
to be included in our augmented Re-entry and Recovery Program, which, as
shown in the second section of Table 18, would be expanded by over 50 per-
cent in fiscal year 1965, as compared with the two preceding years.
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Our most immediate problem, therefore, is to develop a space vehicle
which will enable us to explore the contribution which man might make to
military space operations. We began to move in this direction early last
year when we reaghed agreement with NASA to use its GEMINI program for
Defense Department space experiments. A joint GEMINI Program Planning
Board was formed to administer that agreement, and last June I epproved a
program of "piggy back" Defense experiments on NASA flights, along the
lines recommended by the Board. An Air Force field office has been estab-
lished at the Manned Spececraft Center in Houston, Texas, to manage the in-
tegration of these experiments with the NASA program. The active Defense
participation in the GEMINI Program has already facilitated the flow of in-
formation between the two agencies. Furthermore, it ensures the full use
of experience gained in manned space flight activities and minimizes any
possibility of duplication within the national space program.

Now we propose to take a much more important step in that direction
with the initiation of an entirely new project, the Manned Orbiting
Leboratory (MOL). This system will be made up of a modified GEMINI capsuie
(GEMINI B) coupled to a pressurized cylinder equipped as an orbiting labora-
tory. The MOL would be launched by a TITAN ITIC, with the GEMINI B capsule
on top, the pressurized cylinder next, and the TITAN IIIC at the base. The
twe astronauts will be seated in the GEMINI capsule during launch and then
move into the pressurized cylinder, or laboratory, once the vehicle is in
orbit. For the return to earth, the astronauts would re-enter the GEMINI
capsule, detach the capsule from the pressurized cylinder, fire the retro-
rockets and de-orbit back to earth, leaving the lsboratory in orbit.

The pressurized cylinder, or laboratory, would be large encugh to
permit the installation of a considerable amount of military eguipment and
provide sufficient room for the astronauts to move around and operate, ad-
just, or repair equipment without the use of specisl space suits. Thus,
the MOL will permit man to function both as a test pilet and a scientific
experimenter in space. It will enable man to develop, test, and evaluate
both the equipment and himself and their combined &bility to discriminate,
evaluate, filter, and dispose of data. These are the functions required
for the possible missions contemplated for man, such as space and earth cb-
servation, satellite inspection, maintenance and repair and others.

In accordance with our policy of conducting an integrated national
space program, NASA may also use the MOL for whatever experiments bearing
on its own progrems can best be done in MOL. The joint planning for NASA's
use of MOL will follow the same line as that established for Defense's use
of the present GEMINI program, but in reverse. The Manned Orbital Labora-
tory will be under the management of the Air Force with extensive technical
support provided by NASA. NASA control facilities and NASA/DoD tracking
facilities, which have been set up for the MERCURY, GEMINI and other space
programs, will be utilized wherever possible. Actual design of the system
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and experiments in orbit will Dbe based on studies now in progress as well
as a carefully planned program of experiments using ground and airberne
simulation and experience derived froo the orbiting of equipment in the

present GEMINI vehicle.

Detailed studies of MOL have been underway since last September when
I signed an agreement with Mr. Webb, the Administrator of NASA, to explore
the feasibility of a new national orbitzl space station. We now plan to in-
tensify this effort during the balance of the current fiscal year, and I am
allocating $10 million from the fiscal yeer 1964 DoD Emergency Fund for this
purpose. As shown on Table 18, another $75 million has been included in the
fiscal year 1965 budget to continue this work. First flight in the menned

configuration is tentativel planned for late in calendar year 1967 or early
1968, Up to six TIiights could follow in the succeeding 10 months.

We 2lso plan, as part of our oversll "man-in-space" program, to con-
tinue cur participation in the NASA GIMINI program, both for the basic
knowledge and experience we will gain and for the contribution it should be
sble to meke to the MOL program. For this purpose $i.4 million was re-
programed in fiscal year 1963 and en additional $13.6 millicn was repro-
gremed in fiscal year 196k, For fisczl year 1965, $6 million more is in-
cluded in the pending request.

As pert of the decision to initiste the new MOL program, action has
been taken to terminate DYNASOAR (X-20). We estimate that around $70 mil-
Tlion will be required in fiscal year 196k to cover costs already incurred
snd for termination charges, raising the total spent on this program since
itc inception to about $400 million. The balance of the $125 million ap-
prezriated by the Congress for DYNASOAR in fiscal year 1964 will be applied
to the B-T70 program in accordance with the language of the appropriation,
"RDPES, Air Force', which provides "that of the funds available for cobliga-
tion in this appropriation account, $125,000,000 shall be available only
for the DYNASOAR or Mach 3 eircraft progrem". The net effect of the can-
celistion of DYNASCAR and the gddition of MOL will be an expenditure saving
cf approximately $100 million during fiscel years 1964 and 1965.

As I informed the Committee last year, the responsibility for the

next item, the Communications Satellite Program, has been reallocated with-
in the Department of Defense. The Department of the Army retains




responsibility for the development of the ground environment system. The
Department of the Air Force is responsible for the development, production,
and launching of all space systems, and the Defense Communications Agency,
for integrating the space and ground elements of the Communications
Satellite System intc the Defense Communications System.

last year we hed planned tc develop & medium altitude, random orbit
system which is well within the demonstrated state of the art and which
could become operational at a relatively early date. This system would
have involved 20 to 30 satellites randomly distributed in several orbits at
approximately 6,000 nautical mile altitudes. The first R&D launch was
planned during the second half of calendar year 1964 and a significant
operational capability for late in 1965.

There is a clear requirement for a military satellite communications
capability, particularly to provide an effective means of communications
with remote =reas. We believe it may be possible for the new Communications
Satellite Corporation to provide this capability through the system which
it is planning to build end operate. The idea is being actively explcred.
Mzjor problems related to global service, security of the military circuits,
and location and control of the ground stations have yet to be resolved.
However, even if these prcblems cannot be worked out satisfactorily, close
cooperation between the Defense Department and the Corporation might still
make possible the joint development and production of the satellites,
btoosters, and other elements of the systen.

We intend to continue the Department of Defense medium altitude com-
minications satellite program in the research and development phase; but no
operational capability will be initiated until we have had an opportunity
to determine to what extent it is possible to integrate our plans with those
of the Communications Satellite Corporation. The $4h4.T millicn requested
for fiscal year 1965 would permit the completion of the R&D evaluation of
system feasibility, i.e., the feasibility of the satellite communications
systems as a whole and its compatibility with the Defense Communications
System.

The nest item on Teble 18 is the nuclear test detection satellite,
which ie pert of the VELA program, a joint AEC/DOD research and develop-
ment effort concerned with the detection of nmuclear tests. The satellite
portion of the program 1is designed to provide data on the operation of
nuclear test detection sensors in space and in the natural radiation en-
viromment in which the sensors mist function. Two identical experimental
satellites were launched in tandem 1ast fall and placed into virtually
jdenticel near-circular orbits sbout 100,000 miles apart. Large amounts
of date on radiation background have already been received and will be used
to design improved world-wide test detection systems .for the future. Addi-
tional launches, each with two satellites, are scheduled. sbout $26 million
is included in the fiscal year 1965 budget to continue this program.



About $25 million ($7 million for RDP&E) is included in the fiscal
year 1965 budget for the continued development and cperation of the
Transit Navigational Satellite System, which 1s designed to provide, under
21l weather conditions, navigetional fixes at & roint on the earth's sur-
face, Although primarily PF¥asds i the system
AR AR AR U uit-

The Satellite Inspector Progrem, for vhich $2 million is requested
in the fiscel year 1965 budget, has been completely reoriented within the
last year. It was originally designed to provide a capability to ren-
dezvous with and inspect potentially hostile orbiting cbjects with various
censors and trensmit the data to ground stations. This and other "in-
spece” techniques thus far suggested 100k extremely expensive, if not
technically impractical. Accordingly, current efforts in this area are now
being limited to the development of the necessary fundamental technologies
fer co-orbital intercepltion end inspection. Some of the experiments planned
fer incorporetion in the GEMINI program will support this effort and the
rendezvous portion of the GRMINT program if and when undertaken will, of
course, 2lso have application to +this problem.

There is a good possibility that we may be able to develop ground-
pesed systems which cen perform the igentification and classification func-
tion, and wve are funding exploratory work in this areé. Ground-based sys-
tems such as SPA forming excellently in

CETRACK and SPASUR are already per
the detection and tracking role. PEEon

» i

vk




2. Vehicle, Engine and Ccmponent Developments

The largest item in the second category, Vehicle, Engine and
Compcnent Developments, 1is $205.6 million for the TITAN IIT, which I de-
scribed to the Committee in considersble detail last year. This vehicle
is designed to serve NASA as well as Defense Department purposes and is
planned as a standardized 1aunch vehicle for a wide range of manned and un-
manned missions, including the Manned Orbital Laeboratory which I described
in the previous section. I pointed out last year that the TITAN IIT is
justified primerily on a cost-saving progren and that its continued develop-
ment would depend upon achievement of the cost objective, then estimated be-
tween $8CC and $900 million. It now appears that the cost of the develop-
ment progrem will be about $810 million. The amount requested for 1965
would leave about $30 million to be financed in fiscal year 1966, TITAN III
should pey for itself in a lower "cost per launch" over its expected opera-
tionzl 1life and, in addition, provide us with a very versatile booster of
great importance to our future space capability.

I have already discussed the next item, Re-entry and Recovery, for
which sbout $21 million has been included in the 1965 budget.
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The next project, Solid Propellant Motor Development, for which $12
million is requested in 1965, is designed to provide the technological base
for the accelerated development of large solid propellant motors. This
project is still Weing restricted to the development of the basic techno-
logical building blocks and is another one of the Jjoint DOD/NASA efforts
designed to meet the potential needs of the national space program.

Defense is managing the overall program on behalf of both agencies. Since
we do not envisage any potential military requirement for a moctor larger
then 156 inches, DoD will finance the $12 million for fiscal year 1965 for
the 156-inch program, end NASA has agreed to fund the 260-inch motor project.

Liquid Rocket Engine Development, for which we are requesting $10 mil-
lion in fiscal year 1965, includes three projects. The first, for which
$6.5 miliion is requested, is concerned with testing new concepts in liquid
rocket component technology. In the second, $2.5 million would be allocated
to a program to define the design criteria and performance parameters for a
new high energy upper stage. The remaining $1.0 million would provide for
ground testing of advanced propulsion concepts which would be applicable to
the development and design of & space maneuvering propulsion system.

3 Other Defense Activities Supporting the Space Program

The Ground Support category, shown on Table 18, includes the pro-
rated cost of the missile ranges and test instrumentation, as well as the
satellite detection and tracking systems. The last two categories shown on
the Table are self-explanatory.

¥ K K ¥ X X

T would now like to turn to the details of the Research and Develop-
ment Program for fiscal year 1965, which are summarized in Table 19.

c. RESEARCH

This category may be thought of as the realr of ideas and theory from
which sdvanced devices and inventions eventually emerge. As used here, the
Research category includes both the basic and some applied research directed
toward the expansion of knowledge in such fields as the physical and envi-
rormental sciences, mathematics, psychology, sociology, biology, and medical
sciences, as well as "in-house" leboratory independent research. As shown
on Teble 19, $376 million is included in the fiscal year 1965 program for
research, compared with $337 million in fiscal year 1964, %316 million in
fiscal year 1963 and $295 million for fiscal year 1962. This is an average
ennual increase of sbout 8 percent from fiscal year 1962 through fiscal year
1965. We estimate that, on the average, research costs have been increasing
at the rate of ebout 5 percent per year. Thus, the amount requested for
fiscal year 1965 would provide a emall increase in the level of the research
effort for each of the Services and for ARPA.

136

Sl



The importance of research to our future military strength cannot be
overstated., Many of the basic breakthroughs in military technology origi-
neted in leboratories. A large share of these funds are used to support
basic and applied research in our universities. We consider it extremely
important that our vital contacts with the creative research people in these
institutions be continued. These are the people who in the past have been
responsible for some of the most important technological improvements in the
eguipment now used by our military forces, and we should not deprive our na-
tionel defense of the benefits of their creativity. '

D. EXPLORATORY DEVELOPMENTS

This category consists of activities directed toward the solution of
specific military problems short of the development of hardware for experi-
mentzl or operational testing, ranging from fairly fundementel efforts to
sophisticated "breadboard" hardwere. Along with basic research, explora-
tory development forms the pool of technical ¥mowledge from which future
wezpon systems will be devised and designed. A total of $1,126 million for
exploratory developments is ineluded in the fiscal year 1965 program for
the three military departments and the Advanced Research Projects Agency
(ARPA), as shown on Teble 19. This amount represents & reduction of $3 mil-
lion below that provided for fiscal year 196h.

‘ T am convinced that substantial increases in the effectiveness of the

Exploratery Development Program are possible. During the coming year we in-
tend to seek out and identify those management conditions which have in the
past proven to be highly productive of useful military results. We then in-
tend to initiste new policies which will make these favorsble conditions
wniform throughout the Defense Department in the hope that this will permit
e greater return for each dollar spent for exploratory development. For
this reason, I am reducing exploratory development funding below that of
fiscal year 196k.

1. Army

The Army's exploratory development effort provides for studies and
analyses and febrication, test, and evaluation of various components to es-
teblish their feasibility, practicability and relgtive advantages for use in
future major development programs. This effort includes: new and improved
propulsion systems for Army eircraft; design studies for greatly improved
night viewing equipment; applied research in rocket propellants; new, lighter
and more relieble electronic fuzes

improved designs and materlals arms and armor defeating
projectiles; applied research directed toward improved surface mobility,
particulerly in remote areas; mine warfare and barrier research; and mepping
and geodetic research directed toward overcoming the limitations of current

& equipment and techniques with respect to speed and extend of area covered.
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2 Navy

The Navy's exploratory developzment effort is planned to produce im-
proved "know-how" for the performance of all important naval functions. In-
ciuded are the detection and localization of underwater, surface, and air
targets;_environmental surveillance with emphasis on the air-ocean inter-
face; navigation; command-control; weaponry; ship and eircraft construction;
and personnel and logistics.

The overall program on surveillance and command-control includes work
on radar, ASW detection devices, data correlation techniques, navigation de-
vices, communications, ete., for both ships and aircraft. In the field of
ordnance, emphasis will be placed on non-nuclear air launch systems. Missile
propellants, guidance systems and countermeasures will also be studied.
Several projects involve advanced alrcraft concepts, with emphasis on sim-
plicity, endurance and low-speed characteristics. Work related to ships
and submarines will concentrate on hull structures, integrated controls, and
fatigue characteristics of deep-diving submarines, as well as advanced pro-
puision systems and measures to reduce underwater noise levels. About one-
third of the $337 million requested for the Navy in fiscal year 1965 will be
devoted to problems directly related to ASW.

3. Air Force

About one-fourth of the $308 million reguested for the Air Force's
1965 exploratory development program will, be devoted to space or space-
related subjects. Included are studies, experimentetion and component de-
velopments in such broad fields as guidance, flight control, propulsion,
1ife sciences, surveillance and electromagnetic technigues.

In other areas, emphasis will be given to improving technology related
to advanced tactical and strategic missiles, new propulsion cycles for hy-
personic manned systems, V/STOL eircraft, the feasibility of leminar flow
control in supersonic flight, new materials and structurel concepts, tech-
nology related to reconnaissance, communications, command and control, in-
telligence techniques, computer and data processing, electromagnetic war-
fare and advanced wesapons.

4. Advanced Research Projects Agency (ARPA)
A total of $238 million is included in the 1965 program for ARPA's ex-

ploratory development projects, compared with $237 million provided in 1964
and $224 million in 1963.
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8. Project DEFENDER

We have included $128 million for Project DEFENDER, which is con-
cerned with the development of the scientific and technical knowledge
needed for the design of U.S. defenses ageinst ICBM's and IRBM's and for
the assessment of the ebility of U.S. ballistic missile systems to pene-
trate Soviet defenses. The project involves the making of precise measure-
ments of ballistic missile flight phenomena which are of importance to the
operation of a ballistic missile defense, the development and application
of new ballistic missile defense technigues and the study of advanced de-
fense system concepts. About half of the amount requested for DEFENDER
will be devoted to the study of missile re-entry phenomena, including full-
scale experiments in the Pacific. This work will be particularly helpful
in defining the Army's NIKE-X development program. It will also be impor-
tant for the Air Force and Navy programs concerned with the development of
penetration aids for our strategic retalietory missiles.

b. Project VELA

As I noted earlier, $61 million has been included in the fiscal year
1965 budget to continue work on Project VELA, $10 million more then the
amount provided for fiscal year 1964, The objective of this project is to
obtain an improved capability for detection of muclear explosions both un-
derground and at high altitudes. I have already discussed the detection of
nuclear tests in the atmosphere, in connection with the Space Program. The
underground test detection progrem involves monitoring and evaluating date
from nuclear and chemical explosions &as well as mssociated research in
seismology and propagation phenomena in order to develop improved nuclear
detection techniques.

Ce Project AGILE

This project is designed to provide research and development suppoert
for remote area conflict problems with primary emphasis on requirements of
indigenous forces in guerrilla warfare situations. The technological proh-
lems involved in this type of warfare include the requirement for greatly
improved communications and surveillance, and new methods of achieving mo~
bility and logistics support, as well as significant advancements in fire-
power. Up to now Project AGILE has been oriented to Southeast Asia, and
ARPA centers have been esteblished in Bangkok and Saigon. This effort is
now being gradually extended to other areas of the world. In view of the
importance of this project, $30 million is being recommended for fiscal
‘year 1965, compared with $11 million in 1962, $19 million in 1963, and $ol
million in the current fiscal year. Counterinsurgency warfare presents the
kinds of problems which require new ideas and concepts and we are making a
major effort to enlist the support of the U.S. scientific research and de-
velopment community in an effort to find the right solutions.
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E. ADVANCED DEVELOPMENTS

This category includes projects which have advanced to & point where
the development of experimental hardware for technical or operational test-
ing is required, prior to the determination of whether the items should be
designed or engineered for eventual service use.

We do not require that a particular and immediately specifiable mili-
tary requirement exist for each of these projects, but rather, the reason-
gble expectation that the engineering knowledge which we are buying will be
appliceble to a specific problem at a foreseeagble time somewhere in the
Defense program.

1. Army

Tri-Service V/STOL aircraft: The $11 million shown on Table 19 for
the Army for this project represents approximately one-third of the total
amount of funds we plan to devote to i1t during fiscal year 1965. The bal-
ance is shown under the Navy and Air Force headings, bringing the totel to
$39 million, compered with $33 million in 196l and $36 million in 1963.

The purpose of this joint program is to develop experimental proto-
type vertical or short take-off and landing aireraft suitable for opera-
tional testing by the three Services. The V/STOL will provide the vertical
take-of T and landing features of & helicopter, but also permit & puch great-
er speed, on the order of 250 knots or more, in level flight.

There are actually three distinct projects under this program:

(a) XC-1L2A - The ajrcraft receiving primary emphasis in the Tri-

Service V/STOL progrem is & large prototype tilt-wing trensport
aircraft being developed under Air Force mensgement. This air-
craft will have & gross weight of 37,000 pounds, cruise speed of
more than 250 knots, & combat radius of 200-300 nautical miles
with & four-ton payload and ten minute hover. It is plamned to
produce five prototypes for f1light test and for the Army, Navy
and Air Force evaluation of operational problems and suitebility,
et a total estimated cost of about $118 million. First flight
je scheduled for July 196k,

(b} X-22A - & twin-tandem tilting ducted fan-powered flight research
vehicle being developed under Navy menagement. Two prototypes
are being built at a total estimated cost of about $18 million.
First flight is scheduled for mid-1965.
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(c) X-19A - an sircraft with twin T-55 turbines and four tendem
tilting propellers is being developed under Air Force manage-
ment. Two of these aircraft are being procured at an esiimated
cost to the government of $11.6 million as flight research ve-
hicles.' First flight is scheduled for early this year.

The next item, New Surveillance Aircraft, for which $8 million is re-
quested, consists of three aircraft projects, the most important being the
P-1127 HAWKER. The HAWKER is a British designed V/STOL development which
the U.K., the U.S. and Germany are supporting on a tripartite basis. The
United States' share for fiscal year 1965 is planned at $12.8 million. The
Army, which has the predominant interest {for a less vulnerable, more ver-
satile successor to the MOHAWK surveillence aircraft), is managing the U.S.
participation and is funding half of the U.S. cost. The Navy and Air Force
are funding about one-quarter each. (In addition $29 million has been in-
cluded in the budget to support the development of propulsion systemes for
this type of aircreft.) The balance of the Army program is for continued
work on two research aircrafi; a turbine-driven 1lift (fan-in-wing) and an
eugmented thrust concept aircraft now being febricated and tested.

The Air Force also has a mumber of separate projects in the V/STOL
area. Including all of these projects, a grand total of about $86 million
has been budgeted for V/STOL technology in fiscal year 1965.

The $18 million shown for the communications satellite for 1965 rep-
resents the Army's share of this project, which I discussed in context with
the Departmeni of Defense space progran.

The heavy lift helicopter project was started in fiscal year 1963 by
reprograming $15 miliion within the "RDT&E, Army" account for the purchase
of six heavy 1ift "flying crane"” type helicopters. These machines will be
used to test the feamsibility of the design requirements for heavy 1lift
helicopters to move heavy Army equipment in support of combat operations
over otherwise impassable terrain. If proven practical, such vehicles
could greatly enhance the Army's mobility. Two million dellars 1s requested
for 1965 to continue the test phase of this effort.

The next item, Anti-tank Weapon Systems, includes through fiscal year
1963 the advanced development effort on-the SHITLELACGH combat vehicle
weapon system. SHILLELAGH has been committed to production and deployment
and its cost, therefore, is included in the General Purpose Forces Program.
The amcount shown for 1964 includes work on & heavy anti-tank assault weapon,
known as TOW, which in 1965 will be advanced to the Engineering Developments
category. 1 will discuss TOW under that heading. The $4 million shown for
1965 would finance feasibility studies, supporting research and component
investigations for a longer range improved SHILLELAGH.
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I already touched on the Air Defense System of the 1970's in comnec-
tion with my discussion of the Army General Purpose Forces. The $5 million
requested for 1965 will finence continuing studies and development of high
risk components of an air defense system designed to replace, eventually,
the NIKE-HERCULES and HAWK in the field army and possibly in the continental

UI S.

2. Navy

The first two items in the Navy list of Advanced Developments are the
Navy's share of the Tri-Service V/STOL and Tri-Service HAWKER project, both

of which I have already discussed.

The $89 million shown in the 1965 column for undersea warfare repre-~
sents an aggregation of verious projects. In addition to ARTEMIS and
TRIDENT, which were covered earlier in Section IIT in connection with the
defense against submerine-launched missiles, this item includes work on
hydrofeils, detection by surface effects, acoustic countermeasures, etc.

t should be noted that the projects included in this category represent
only pert of the total ASW research and development effort which is also
financed under other headings. As shown on the table, our efforts in this
arez are being significantly expanded from year to year, reflecting the ur-
gency of the ASW mission.

The fiscal year 1965 budget request includes $2 million to determine
the wilitary usefulness, technical feasibility, and cost/effectiveness of
Zir Cushion Ships for the amphibious, mine warfare, strike, and ASW mis-
sions. The "air cushion” ship concept, because it provides for the physical
de~-coupling of the hull from the ocean, has several potential advantages
including high speed, low magnetic signature, and internal ship arrangements
not limited by conventional hull forms.

The next item, Special Warfare Navy Aircraft, for which $6 million is
requested for fiscal year 1965, is & new “"state of the art", primitive area,
STOL aircraft known also as the "COIN." The proposed eircraft is intended
to be a combined weapons delivery and limited logistiecs support vehicle.
This is part of a dual approach to the developmental problem in which the
Air Force, at sbout the same investment cost, is concurrently modifying the
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T-37 and T-28 aircraft to determine the degree to which they can be success-
fully recriented toward counterinsurgency use. Comparison of the results of
the Navy and Air Force developmental efforts will determine whether it would
be cheaper and more effective to produce a new sircraft for this purpose,
rather than to modify existing sircraft. Although design and pricing studies
indicate a new airplane would be more effective and cost less, we are putting
the COIN effort through a project definition phase to cobtain formal industry
confirmation of our cost and performance projections. First flight would
take place about 18 months after initiation of full-scale development.

3. Air Force

The first three items on the Air Force list are all part of the V/STOL
aircraft technology program, discussed earlier.

The fourth item, $22 million in 1965, is the Air Force share of the
DoD comminications satellite prograim.

The next ten items have 211 been discussed previously in connection
with the DoD space program.

Eight million dollars is requested in the 1965 budget to continue the
X-15 project. This is a rocket-powered researcn aircraft which has contri-
buted a great deal of useful knowledge, not only to aireraft design but also
to our space effort. At least another L0 major experiments remain to be
conducted with the X~15, many of which are expected to contribute signifi-
cantly to our space effort.

Eight million dollars is requested to continue work on the Advanced
ICBM project which we started two years ago and which I discussed earlier
in connection with the Strategic Retaliatory Forces Program. Again I should
ceution that this is not a development project but rather a progrem to in-
vestigate technological and operational concepts for ballistic missiles.
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T have elready discussed the Airovorme Warning and Control (AWACS)
project in connection with continental defense. The $9 million included in
the 1965 budget would pernit the initiation of the radar development, which
is the pacing component.

The $12 million shown for TAC Fighter Avionics 1s for the development
of &n advanced air-to-air and air-to-ground delivery capability. It takes
state-of-the-art technology and develops hardware which would greatly im-
prove nighttime and all-weather delivery when zdapted to ajrcraft such as
the F-111A.

r. ENGINEERING DEVELOPMENTS

This category includes those development programs being engineered for
Service use, but which have not as yet been approved for production and de-
ployment.

1. Axrmy

I have already discussed in considerable detail, in the section on
Continental Air and Missile Defense Forces, the first two items on the Army
1ist. The $40 million requested for NIKE-ZEUS would complete the test and
evaluation program for that system. The $334 million requested for NIKE-X
would continue, on an urgent basis, the development of that new gystem.

As I noted earlier in my discussion of the Army feneral Purpose
Forces Program, MAULER has encountered technical difficulties and has been
put back into development status, for feasibility evaluetion. Fifty-one
million dollars is included in the fiseal year 1965 budget to continue de-
velopment of an advanced forward ares &ir defense system. We anticipate
that the MAULER design difficulties will be evaluated within the next few
months but MAULER will not be ready for production during fiscal year 1965,

The next item, LANCE, is a light weight missile system designed as an
eventual replacement for HONEST JOHN and possibly LITTLE JOHN. Its self-
propelled launcher and associated eguipment are expected to have excellent
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cross-country

e e system was initiated with the $18.
million provided in fiscael year 1963. The $58 million requested for 1965
would permit continuation of full-scale developmente. Development flight
tests are expected to be completed by mid-1967.

'ﬁf‘ bevelopmenf of th

a wire-guided heavy anti-tank missile,

T mentioned earlier that TOW,
nt category to the Engineering

is being moved from the Advanced Developme

Development. The $24 million shown in the fiscal year 1965 column of Teble

19 would provide for continuation of development effort on this missile,

should have a very high kill capability ageinst heavy tanks at & range
OUERECRRE . ded test firings have already begun.

.
Lo

which

would begin actual develop=

last year 1 informed the Committee that we
t fiscal year and that there

ment of & new main vattle tank during the curren
was some chance the Federal Republic of Germany might participate in the de-
velopment. An agreement to this effect was signed last August. The cost of
the development, estimated at $80 million, will now Dbe shared by the two

countries. Eleven million dollars is requested to finance the U.S. share in
toward obtaining & standardized

fiscal year 1965. The program is directed
tank and an advanced weapon system for the 1970's. The present schedule
fiscal year 1969 end jnitial de-

calls for completion of the development 1in
he system in calendar year 1970C. The new tank will have at

least triple the cross-country maneuver capability of the M-60 tenks, weigh
15 tons less, and present a lower profile, thereby meking it 2 poorer tar-
get. Its design goals also call for much greater firepower, with a much

higher first round kill probability.

pleyment of t

Tn the area of Combat Surveillance and Target Acguisition, the 1965
Program, funded at $41 million, will continue work on poth airborne and
ground-based systems. Efforts will be continued to improve airborne radar,
photographic, infrared and radiometric sensing devices and in-flight data
processing and transfer systems. One of the important groundeased systems
ig the MPQ-32 radar, which will be able to locate enemy mortars and artillery
by tracking their projectiles. The Army will alsoO support work on nuclear

surveillance and intelligence systems.

The Comrmnications and Electronic Equipm

ent program, for which $69
million is requested for fiscal year 1965, includes the development of the
tem which will form the

automatic switching sys heart of the Defense Com-
manications System. In the area of tactical communications, work will be
continued on a number of improvements for radios used in forward area opera-
tions. In avionics, increased effort will be made on the development of
navigation and control systems for aircraft supporting the ground forces Or

’ special operations.
15
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The $23 million for Air Mobility will continue support of the Light
Observation Helicopter. Also included in this category is the gircreft
suppressive fire program, which is concerned with the adeptation of such
weapons as machine guns, 2.75" rockets, 35-11 anti-tenk missiles, etc., to
Army aircraft. -

Thirty-eight million dollars is included for the development of Army
artillery. Despite recent improvements in aireraft armement and tactical
missiles, artillery continues to be a highly effective weapon for many
missions. In order to improve performance and mobility, work will continue
on & new light-weight self-propelled 155mm artillery weapon and its asso-
ciated family of extended range amminition. : -

.

The $15 million requested for Infantry Weapons will permit the con-
tinuetion of work on special ordnance for guerrilla and counter-guerrilia
warfare; improved high explosive and illuminating shells for the 8lmn mor-
tar; a more effective vehicle mounted rapid fire weapon system; a new anti-
tank weapon, and & 107mm mortar to replace the old 4,2-inch morter. Also
jneluded in this category is work on & special purpose individusl weapon
capeble of engaging both point and area type targets

R
2. Navy

The first five items on the Navy's list of Engineering Developments
are a1l associated with the ASW mission and in total would cost $86 million
in fiscel year 1965.

The first Navy item on Table 19 is the Advanced Design ASW Destroyer
Escort System (SEA HAWK). As I mentioned in my discussion of the Navy's
General Purpose Forces, this is the first ship to be designed, from the
keel up, as an integrated weapon system. This ship of about 3,500-4,500
tons is to be optimized for the ASW mission, and will incorporate & number .
of advances which we have made in our surface ship ASW gear. We hope it
will succeed in countering the trend toward larger and more expensive ships,
and that it will be significantly mcre capable and relieble and require
fewer persomnel. It will be gquieter than existing ships and will cerry a.
longer range sOnNar. These two features combine to permit higher speed opera-
tion with overall increased effectiveness. The $20 million requested for

fiscal year 1965 would continue the development effort.
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The $10 million requested in fiscal year 1965 for Marine Corps
Development would provide for engineering developments of interest to the
Marine Corps, including radar eurveillance systems, weapons and vehicles.
Specific projects jnclude an amphibious assault personnel carrier able to
transport infantry weapons and supplies through very rough surfs in the
assault phase of an amphibious operation, landing force amphibious support
vehicle for rapid movement of supplies and equipment from ship to shore and
overland, a family of lightweight helicopter-transportable high performaence
ground radars, and various elements of the Marine Tactical Data System.

The SEA MAULER development, which was described in this section last
year, has been dropped from the program. This weapon system would be an
adaptetion of the Army's MAULER, but until the MAULER difficulties are re-
solved we should defer other applications.

3. Air Force

The first item on the Air Force list of Engineering Developments is
the B-TC. Two years ago the Congress appropriated $363 million for the
B-TC/RS-TO development prograie. Lest year I informed the Committee that we
planned to apply $021 million of that amount to fiscal year 1963 and $81
million to fiscal year 196k holding the balence of $61 million in reserve.
Actuslly, only $207 million was utilized in fiscal year 1963, However, the
B-TO has run into serious technical difficulties with the wing structure
and tenk sealing, and first flight has already been delayed by more than a
year. This delay has greatly increased the cost of the project and instead
of $81 million in fiscal year 1964 the Air Force informed me it will need
$156 million. Accordingly, I have authorized the use of the $61 million
held in reserve for the B-TO, plus the unused balance of fiscal year 1963
funds amounting to $1b million. Another $92 million will be needed in
fiseal year 1965 of which $55 million is availeble from the DYNASOAR pro-
gram, as I indicated earlier. A final increment of $25 million has been
tentatively programmed in fiscal year 1966, bringing the total for the
project to $1.5 billion, $200 million more than my original goel of $1.3
billion for & progrem of three prototype B-T0's.

The $1.5 billion, however, will support extensive flight testing of
only two of the three aircraft, provided that there are no further slip-
pages in the schedaule. If further delays are encountered the cost will
exceed the $1.5 billion figure. The first aircraft is now in final as-
sembly and if the remaining problems of fuel tank sealing and attaching
the wing to the fuselage can be overcome, the first flight is expected late
this spring. The second XB-TO aircreft is tentatively scheduled %O fiy
in October 196k.
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The next item on the Air Force list of engineering develcpments is
Medium Renge Ballistic Missile (MREM) which wes mentioned in the discussion
of the General Purpose Forces Progrem end for which $110 million is re-
quested in fiscal ye&r 1965. While no decision has been made to produce
end deploy this system, I believe that we should proceed with its develop-
ment as &n insurence program to £i1l the range gap between the PERSHING

and the ICBM's.

The Joint Chiefs of Staff are convinced that such a weapon system is
needed. The MRBM would be a highly flexible, survivable and accurate

The following item, $5 million for Advenced Strategic Manned Systems,
provides for the continued study of long-range aircraft systems capable of
penetrating enemy defenses and operating from U.S. bases. This program was
discussed in the section on the Strategic Retaliatory Forces.

] The next item, $7 million for work on a Heavy Logistic Support Air-
craft (CX), was discussed in the section on Airlift and Seealift.

G. MANAGEMENT AND SUPPORT

This category provides for the support of research and development in-
stallations such a&s Tanges, test facilities and lsboratories, and - in the
case of the Air Force - specielized technical and scientific services per-
formed under contract with ocutside institutions.

1. Management of Defense Ranges end Flight Test Facilities

In April of last year T asked the Director, Defense Research and
Engineering to underteke a study to determine the extent of duplication and
to identify any excess of Defense range Or test facilities and recommend
whether any esdditional activities should be designated as pational renges Or
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netional test facilities. This study was completed last June and after re-
viewing it and the advice offered by ell interested elements in the
Depertment, I have ordered & number of changes. The most importent of these

are:

(a) The Air Force will be assigned responsibility for maneging and
operating a world-wide satellite tracking &and control facility

for all Defense space Programs except [, COMSAT and & 1i-
mited number of other projects which may be exempted in the fu-
ture. The Air Force will provide a central authority for the
combined planning of ICBM end space vehicle lsunch area range in-
strumentation and satellite on-orbit control facilities, t0 in-
clude both Atlantic end Pacific Missile Range launches, as well

as remote stations world-wide.

(b) Beginning in fiscal year 1965, the Air Force will gradually teke
over responsibility for custody, wmanagement and operation of Pt.
Arguello, and Pt. Pillar facilities, with full essumption to be

completed by the end of fiscel year 1966.

(¢) By the end of fiscal year 1966, the Air Force will sssume respon-

sibility for the ICBM impact area stations at
as well as the space tracking stations. The Army will as-

sume responsibility for menaging Kwajalein Atoll. The Navy, how-
ever, will continue to provide range services for ell sea-based
Pacific launches.

2. Army

As shown on Table 19, $93 million is requested for the support of the
White Sands Missile Range, one of the three National Ranges. The principal
ectivities conducted are the testing of Army, Navy, and Air Force missiles,
and other research tests for Defense and NASA. 1In 1965, White Sends will
continue to participate in the Air Force Ballistic Missile Re-entry System

Progran.

The remaining $168 million provides general gupport for the operation
of 2 large number of Army regearch lasboratories, test facilities, and prov-
ing grounds. Tt also includes the construction of new facilities and the
procurement of equipment for existing installations. Many Army research ac-
tivities are tenants at larger Army installetions and a portion of the cost

of maintaining these instellations is horne by the research activity and is
included here.

3. Navy

The operation of the Pacific Missile Renge will require $159 million
in 1965 end is funded in the Navy budget. As the Air Force assumes respon-
sibility for the Pt. Arguello and Pt. Pillar facilities, funds will be
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transferre”? from Navy to Air Force, under the authority provided in 10 U.S.C.
126, This range, consisting of a complex of instrumentation facilities along
the Californie coast and extending scross the Pacific, supports Alr Force,
Navy and NASA launches from Vandenberg, Point Arguello and Point Mugu, the
NIKE-ZEUS tests at Kwajalein and other missile and space programs. The

range is used in testing and crew training for Air Force stretegic missiles,
and for Navy ship and eircraft missiles.

The next item, Atlantic Underses Test and Evaluation Center {(AUTEC)
will require $19 million in 1965, somevhat less than is provided in the cur-
rent year. Among its important uses are the testing of verious anti-
submarine weapons and equipment, the measurement of noise levels of U.S. sub-
marine and surfece ships and the calibration of sonar equipment. Included
in the 1965 program are funds for the construction and instrumentation of ad-
ditional facilities required to develop more effective systems for the de-
tection and tracking of submarines, perticularly nuclear-powered submarines.

The remaining $195 million is for general support of the extensive
system of Navy-operated leboratories, test centers, and other field activi-
ties associsted with the research, development, test, and evaluation effort.

L, Air Force

For the Atlantic Missile Range, the third of the national ranges,
$231 million is provided. This range will continue to support the Air Force
strategic wmissile programs ineluding penetration aids tests, and the
POLARTS development and operational test program. Increased support will
be required for the Defense Department and NASA space efforts, including the
manned space flight programs.

Funding for the Defense Documentation Center (formerly the Armed
Services Technical Informetion Agency ) has been transferred in the fiscal
year 1965 budget estimates to the Defense Supply Agency (DsA)}, paralleling
an orgaenizational change being made this year.

General Support, including "Development Support"”, will require $666
million in 1965. This item carries the major support of the Air Force
Systems Command and its nationwide complex of research, development, and
test installations, the construction of additional research and develop-
ment fecilities, and other support Programs. Tt includes about $100 mil-
lion for the cost of services provided under contract by organizations such
as RAND, Aerospace Corporation, and the Space Technology Laboratories.

5. Defense Supply Agency
As mentioned above, management of and funding for the Defense

Documentation Center has been shifted to the Defense Supply Agency. Inas-
mich a5 this activity performs a Defense-wide function, DSA is a more
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logical organizational environment for it. In fiscal year 1964, a totel
of $10 million has been required to support the expanded effort of the
Center which is charged with the acquisition, storage end distribution of
scientific and technical information for both the Defense Department and
our contractors. For fiscal year 1965, a small increase to $11 million

will be required.

H. EMERGENCY FUND

For the DoD emergency Fund, as in prior years, we are requesting the
appropriation of $150 million and trensfer authority of the same amount.

I. FINANCIAL SUMMARY

The Research end Development Program T have outlined will require

$6.7 billion in New Obligetional Autnority for fiscal year 1965. A compari-
son with prior years is shown below:
($ Billions, Fiscal Years )
1962 1963 196k 1965
Actusl Actual Estimated Proposed
R&D - except systems approved
for deployment L.2 541 SJh 5.5
R&D - systems approved for
deployment 2.6 245 2.2 1.8
Total R&D 6.8 7.6 7.6 7.3
Less: Support from other
appropriations 0.2 ~0.2 -0.2 -0.25
Total R&D (TOA) 6.3 T.1 T.1 6.8
Less: Financing Adjustments ~0.9 -0.1 -0.2 -0.1
Total R&D {NOA) 5.k 7.0 6.9 6.7
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VIII. GENERAL SUPPORT

General Support constitutes an "all other" or residual category
of activities or programs and includes &1l costs not capable of belng
directly or meaningfully allocated to the other major programs. Because
of the large number and wide variety of the functions encompassed by
this major program, it is best discussed in terms of its constituent
parts.

For purposes of convenience, the various elements of the General
Support Program have been divided into ten broad groupings: individual
training and education; intelligence and security; communications;
logistics support; military family housing; medical services; headquarters
and support services; the Netional Military Commend System; the Defense
Atomic Support Program; and miscellaneous Department-wide activities.

These broad groupings are themselves further broken down into more specific
categories or functions, a selected list of which is shown on Teble 20.

Much of the General Support Program, for practical management purposes,
represents "fixed charges." Moreover, elements such as recruit treining,
are so influenced by other program factors guch as the size of the forces
and personnel turnover rates, that comparatively little flexibility exists
in controlling their costs directly. But, wherever we have had some
discretion in the fiscal year 1965 program, we have ruthlessly eliminated
marginal items or activities.

T will briefly describe each element of the Genersl Support Program
gshown on Table 20, and highlight some of the important trends and some of
the actions taken to reduce costs.

A. INDIVIDUAL TRAINING AND EDUCATION

This portion of the General Support Program includes the cost of
equipment, base support, construction, instructors, students, and travel
directly related to recruit, technical, professional, and flight training,
as well as support of the Service academies.

1. Recruit Training

Included, here, are the basic training programs for new recruits and
inductees, and certain edvanced individual training courses for Army
personnel, conducted in recruit training centers. The costs of six-month
active duty training for Reserve and National Guard enlistees are sllocated
to the Reserve and Nationel Guard Program.

About two-thirds of the overall cost of recruit training is borne by
the Army, chiefly because of higher Army enlisted personnel turnover
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rates stemming from reliance on the draft. Also, the recruit training
cycles of the Army and Marine Corps are longer and more costly eince
these Services necessarily provide more weapons instruction than do the
other Services.

Recruit training loads and costs for active forces personnel will
be lower in fiscal year 1965 than in fiscal year 1964, mainly because of
lover estimated draft calls. Under current plans, inductions in the Army
will drop from gbout 159,000 in fiscal year 1964 - a high replacement
year - to about 111,000 in fiscal year 1965. The reduced training
requirements for inductees will be partially offset by an estimated net
inerease of sbout 11,000 in regular enlistments into the four Services.

2. Technical Training

Technical training costs include those associated with developing
the hundreds of specialized skills required by our military personnel,
other than flight training or professional-level courses. In addition
to the costs of operating the technical treining schools of the four
Services, and related training equipment procurement and construction
costs, the figures shown in Table 20 include the pay and allowances for
the active-duty personnel assigned for training to these schools.

A large majority of the one-half million new personnel who enter
military service each year require an initial period of formal technical
schooling before they can be assigned for duty to an operating unit. In
addition, advanced or gpecialized training is provided to many of our
career personnel to train them in new equipment or procedures end to
qualify them for higher levels of responsibility.

A major portion of technical training costs is concentrated in
those specialties assoclated with operation and maintenance of electronics
and missile guidence equipment, and other advanced weapons systems. 1In
spite of the relatively inflexible nature of a mejor share of technical
training costs, there are opportunities for improved cost effectiveness
in training without compromising quality. I have requested my staff and
the military departments to closely review the programed technical train-
ing loads to be sure that they are closely geared to hard-core needs for
school-trained personnel. A recomputation of Air Force training require-
ments resulted in a reduction of 7,600 spaces in fiscal year 1965, with a
total cost reduction of $29.0 million.

We plan an intensive appraisal of the content of our more costly
training programs. Courses which go beyond the basic gkills and knowledge
actually needed for the job will be pruned. In the less technical skills,
studies will be made to determine the desirability of more extensive use
of on-the-job treining.
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Another aspect of our efforts to reduce technical training costs is our
effort to reduce the expensive turnover of highly trained enlisted specialists.
Last sumper, I authorized a revision in the system of enlisted proficiency
payments, providing for a greater concentration of these incentive psy-
ments in our most costly technical specialties. The revised plan provides
for selective increases in rates of proficiency pay in the Army, Navy and
Marine Corps from the current rates of $30 and $60 per month to rates of
$50, $75 and $100 per month. The Air Force with less critical retention
problems has not as yet revised its rates. The revised rates of proficiency
pay, for those specialties certified under the new plan, became effective
October 1, 1963. We intend to monitor the results of this new plan very
closely during the coming year in order to determine the extent of "pay off"
in terms of increased retention and reduced training cosis.

3. Professional Training

Professional training encompasses primarily college-level and post-
graduate level courses of instruction directed to the career development
and professional qualifications of officers and selected enlisted personnel.
Included in this category are the joint Service colleges, staff schools,
post-graduate schools, officer candidate schools, and the education of
military personnel at civilian colleges and universities.

Throughout the entire Defense Department, requirements for personnel
with a scientific or engineering background are rising every year. For example,
the Air Force estimates that within the next ten years some 22,000 officers
will have to receive additional professional training in order to develop,
procure, and employ the sophisticated weapons systems which it will have.
The Air Force's Fiscal year 1965 professional training program will be held
to about the current year's level, although there will be a small increase
in the SAC MINUTEMAN education program in which launch control officers
earn degrees in needed specislties while still performing assigned duties.

In 1ts first full year of operation, the Department-wide Defense Language
Program, managed by the Army, will conduct training in over 60 foreign
languages for more than 6,000 military and civilian personnel of the Department
of Defense and civilian Federal agencies. The Navy plans to increase enroll-
ments in scientific fields of study at its post-greduate school at Menterey,
California, and in civilian universities.

k., Flight Training

The principel cost elements of this category are the costs of operation
of flight training bases and the related costs of procurement of training
aireraft. The military pilot is the most expensive military specialist
in our Armed Services today. The requirement for pilot training has,
therefore, been subject to rigorous scrutiny.

The increase in cost shown on Table 20 reflects a planned step-up of
pilot training rates in both the Air Force and Army. Much larger increases
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would have been required had not measures been initiated to curtall the
amount of time spent by pilots in non-flying essignments. The Air Force,
for example, has directed that all new pilot graduates shall be assigned to
gir crew duties for at least five years following their graduation, while
the Army has stepped up ite output of warrant officer aviators who will be
assigned as pilot specialists to a wide range of Army pilot duties, other
than those involving command supervision.

The pilot training output for the Air Force is scheduled to increase
from 1,500 during the current fiscal year to about 1,700 in fiscal year
1965, 2,000 in fiscal year 1966, and about 2,760 per year in fiscal years
1967-69. These increases are planned to avert a serlous pilot shortage in
future years when large numbers of pilots who entered service during
Worlda War II will retire or be separated from flying status. To minimize
the cost of these increesed outputs, the Air Force has made & number of
significant modifications in its pilot training curricula which will enable
it to absorb the increased loads within its existing eight base structure
for under-graduate pilot training, without impairing training effectiveness.

The Army pilot training progran has slso been expanded from about
1,000 pilots per year to nearly 1,500 per year in fiscal years 1964-66,
after which the rate will return to slightly below 1,000 per year in
fiscal years 1967-69. This increase is necessary to meet the Army's pilot
requirements under its expanded aviation prograi.

The Navy pilot training rate, under current plans, 18 scheduled to con-
tinue in fiscal year 1965 at 1,700 per year, including allocations to the Marine
Corps, as well as a small number of pilots to meet Coast Guard requirements.

5. Other

The three Service Academies presently carry a total cadet training load
of nearly 8,900 men. However, there is now legislation pending before the
Congress to increase both Army and Air Force Academy enrollments over the
fiscal year 1965-65 period. Anticipating Congressional approval of these
increases, the Army and Air Force submitted proposals for the construction
of new dormitories, classYooms, and other facilities to accormodate the
inereased studéent load. I have, however, deferred recommending such con-
struction pending Congressional action on the student enrollment pill.

For fiscal year 1965, we propose only & modest construction program for
the Academies, of about $3.4 million for the Navy and the Army for the con-
struction of minor facilities, e.g., public works shops and utilities dis-
tribution lines; and nothing for the Air Force. Other desireble, but defer-
rable, projects have not been included in our request in order to hold the
cost of our construction progranm for the next fiscal year to a minimum.

Also included under this heading are the cosis of general training

devices, films, publications, testing activities, correspondence schools
and other miscellaneous training support activities, as well as the
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C. COMJUNICATIONS

The Cormunications category includes the costs of the Defense
Communications System (DCS) and certain non-ICS3 communications operated by
the Military Departments. DCS elements include the long haul, point-to-
point wire, cable, and radio communications facilities, both government
ovned and leased. Non-DCS elements inelude those tactical cammunications
operated by the Military Departments vhich are self-contained within
tazctical organizations; self-contained informetion gathering, transmitting
and/or communications facilities which are normally local in operation and
use; land, ship, and airborne terminal facilities, shore-to-ship, ship-to-
ship, air-to-air, end ground-air-ground systems.

The cost of the Air Force Communications Camplex in fiscal year 1965
1s estimated at about $333 million, about $28 million less than for the
current year. Most of the reduction reflects a lower level of overseas
construction, the result of elimineting projects which we d¢id not feel vere
essential in light of our balance of payments situation.

There will be some increased costs sssociated with the Air Force's
participation in ICS, ipeluding additional 1eased lines and commnications
equipment for the Autcmatic Digital Network, which provides transmission
of record data and teletype informaticn, and for the Automatic Voice Network
which provides voice communication. However, these additional costs will

be offset by net savings in future years.

The costs of the Naval Communications System will increase by ebout
$26 million in fiscal year 1965 to about $192 million. The Naval Communi-
cations System provides the shore based elements of ship-to-shore ccrmundi -
cations, as well as & portion of the long haul point-to-point DCS facilities.
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Ship-to-ship and ajir-to-ground communicetions equipments ere funded
separately with the ships and aircraft in which they are installed.
Increases over the current year's program are due to increasing operation
and maintenance costs and the procurement of higher power transmitting
equipment and multiplex broadcasting equipment to modernize and improve
ghore-based tactical communicetions facilities.

About $188 million is included for procurement &na operation and mein-
tenance for the Army's STARCOM system, sbout $5 million more than for
the current fiscal year. STARCOM provides world-wide high frequency,
multi-channel radio systems, microvave systems, switching centers, relay
centers and terminal stations.

Communications costs display an inexorable tendency to rise with
the mounting regquirements for rapid and secure transmission of the growing
volume of date generated by modern military operations. Therefore, a
special effort has been made to hold additional communication programs to
the minimum essential and numerous Service requests were denied or cut
gsharply in our program and budget reviews. For example, the Navy's
original request for figcal year 1965 operation and maintenance funds for
i{ts communications complex was reduced by $1 million. In addition, &
Navy proposal to spend $96 million to modify certein ships for the
installetion of future communications egquipment during their regular
fiscal year 1965 overhaul was yeduced to $23 million. The Army's proposed
operation and maintenance budget for its commmications system was cut
by some $4b million. Similarly, the Air Force's request for leased
communications circuits and equipments for its share of the Defense
Communication System was reduced by $33 million.

D. LOGISTICS SUFPORT

Logistics support comprises a wide variety of transportation,
maintenance, real property and centralized logistics activities which,
while essential to the military program, cannot be readily allocated to
other major programs or elements. Included in the amount shown in Teble 20
are: (1) the costs of moving cargo, freight and passengers - except for
first destination transportation of cargo - by commercial carriers, the
Military See Transportation Service, the Military Air Trensport Service
and contract eirlift services; (2) the costs of purchesing, storing,
warehousing, inventory, inspection and material mansgement functions
performed by the Defense Supply Agency and the logistics elements of the
Services; (3) the costs of those parts of the industriasl preparedness
program (i.e., the provision of new industrial facilities, the maintenance
and protection of idle facilities, pre-mobilization planning with private
industry, etc.), which are not identified with elements of other major
programs; {l4) the costs of the major overhaul and rebuild activities for
items repaired and returned to a common stock and which, therefore, cannot
be related directly to military forces or weapon systems. The management
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of our logistics support activities will be covered in the discussion of
the Cost Reduction Program in Section XI of this statement.

E. MILITARY FAMILY HOUSING

A total of $719 million i1s included iIn the fiscal year 1965 budget
for family housing: construction of 12,500 units - $22k million; im-
provements to existing guerters - $11 million; minor construction - $1.2
million; planning and rental guarantees - $2.h million; operstion and
maintenancé - $308 million; principal payments on indebtedness - $72
million; interest payments oOn indebtednees - $90 million; and mortgage
insurance premiums - $11 million.

Two years &go ve presented to the Congress what we believed to be
a sound program for meeting our most urgent needs for family housing - &
steady level of congtruction which would provide T0,000 units over a five-
year period. To this end we proposed 15,000 units in fiscal year 1963
end 12,100 last year. The Congress, however, Baw £it to fund only T,500
new units in each of those years, leaving & deficit of about 55,000 units.
We have completely revalidated our family housing requirements and are
gtill convinced that they are both gsound and urgent. I again strongly
urge the Congress to approve a program of 12,500 units in fiscal year 1965.
Even this would leave us one year behind our original long range plan.

We have made further progress during the past year in improving the
management of family housing. The provision of all family housing funds
in a single appropriation has significantly faciliteted our administration
of the program. The cost accounting system for family housing operation
end maintenance, which was put into effect at the beginning of fiscal
year 1963 has helped to ensure the use of & uniform get of maintenance
standards at a conciderable savings in meintenance costs. And an improved
information-gathering system ig now in effect which allows us to monitor
occupancy and thereby ensure high housing utilization rates. A new uniform
policy for controlling furniture and furnishings 1s nov in effect, and
pending a complete analysis of our current furniture inventory we are
requesting only minor emounts ($1 million total) this year for procurement
and repair of furniture in the continental United States.,

With respect to housing construction, a great many improvements have
been instituted. For example, we have just completed & portfolio of
stendardized designs, which we will introgduce for our fiscal year 1965
progrem. We believe that this gtandardization will significantly shorten
the period between congressional appropriation and occupancy, establish
commnon standards &mONg the Services and achieve important economies in
construction. For our housing needs in foreign countries we will continue
to employ the "USAHOME" concept, which we started in fiscal year 1963 as
a balance of payments measure, whereby we prefebricate housing components
in the U.S. for erection at overseas sltes.
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F. MEDICAL SERVICES

This category includes the costs of those medical and dental
services, in the U.S. and overseas, not directly aesociated with
military units in other major prograus, the costs of medicel care of
military dependents at non-military facilities and other medical
activities such as the Armed Forces Institute of Pathology and veterinary
services.

The major determinants of the cost of medical services are the
size of the active forces, the number of military dependents and retired
personnel, trends of medical services and equipment costs and the medical
facilities construction program. Because many of these factors are beyond
our direct control, the task of keeping the costs of this program from
rising rapidly is extremely difficult. For instance, while the hospital-
isation rate of active duty milltary personnel has reached an all-time
low of 7.5 beds occupiled per thousand troops, there is & growing require-
ment for medical care for retired personnel and their dependents.
Presently, there are about 56,000 personnel retiring each year compared with
only about 35,000 as recently &g 1960.

Furthermore, the number of dependents per military man on active
duty has increased from 1.43 in 1961 to 1.48. Thus, while further smell
yreductions may be anticipated in the military in-patient load at militery
hospitals world-wide, any savings will be more than offset by increased
costs for both in-patient and out-patient medical services for dependents.
Thus, with no significant changes in overall workloaed anticipated, it ie
expected that the medical service personnel strength for fiscal year 1965
will have to be kept &t approximately current levels.

G. HEADQUARTERS AND SUFPORT SERVICES

This aggregation is truly the "all other" category, end includes a
heterogeneous assortment of essentially unreleted activities.

1. Headquarters

This comprises the headquarters activities of the Military Departments,
the unified and specified commands, the Militery Asslstance Advisory Groups,
date processing units, fiscal and audit activities, engineering and inspec-
tion services and a wide variety of other centralized administrative and
logistical activities, The scope and cost of these activities are generally
related to the overall size and pace of the total Defense program.

A mejor objective of our program and budget reviews last summer and
fall was to hold costs in this area to e minimm. To this end, we have
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ordered substantial staffing cuts in both our overseas and domestic
headquarters operations which will be discussed later in connection with
the overall personnel levels programed for fiscal year 1965. The Services'
requests for departmental administration funds in fiscal year 1965 have
been cut by $7 million.

5. Weather Service

This program comprises the aerial weather reconnaissance, air
sampling, and weather observing and forecasting systems of the Navy and
Air Force. These weather service elements of the Department of Defense
compile and analyze meteorological and geophysical date affecting the
operations of both our militery forces and government missile and
satellite activities. Some of the required date are availsble through
civilian weather forecasting services, and these are used wherever
possible.

Annual operating costs for this program will remain relatively
constant, at about $100 million. The balance of the costs stem from
requirements for new and improved weather forecasting and sampling equip-
ment such as radars, computers and meteorological stations.

In fiscal year 1965 we will retire 12 obsolescent WB-50 aircraft
and return 5 C-130B's to TAC. As I mentioned in the section on the Air-
1ift and Sealift Program, we plan to replace these gircraft with 10
C-135E's to be phased out of MATS and modified for the weather recon-
neissance role. And to meet edditional weather yveconnaissance require-
ments for our test ranges, we plan to retain 4 WB-57's in the force
somewhat longer than previously planned.

3. Air Rescue/Recovery

The air rescue and recovery program of the Alr Force comprises the
Air Rescue Service (MATS), which at present maintains and operates T Rescue
Coordination Centers, 12 air rescu€ squadrons, and 64 local base rescue
detachments.

At the end of the current fiscal year, our program calls for an
air/rescue fleet of 12 equedrons (9% UE eircraft - 30 HU-16's, 36 BC-5k's,
and 28 HC-9T's). Last year 1 described a program which would have eventually
replaced both the HC-9T's and the HC-54's with HC-130's virtually on &

"one for one" basis, and vhich celled for the procurement of 30 HC-130's

in the current fiscel year and long leadtime components for an additional

33 eircraft to be procured in fiscal year 1965. The Congreses, however,
appropriated funds for only 19 HC-130's and requested the Air Force to restudy
its total HC-130 requirement. I gurther reduced the 1964 HC-130 program vy

4 aircraft (to a total of 15). Pending completion of the HC-130 requirements
study, we are not requesting restoration of the 15 aircraft cut from the
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current year's program. However, we are requesting funds in figecal year
1965 for the 33 aircraft previously planned.

Operating costs for this progren in fiscal year 1965 will remain
at about the current year's levei; however, the substantial increase in
the number of aircraft we proposc to procure will raise investment, and
thereby total program, costs about $35 million over the fiscal year 196hL
level.

L. Construction Support Activities

The next item, Construction Support Activities, includes the cost
of minor construction, restoration of demaged facilities, construction of
access roads, advanced planning, construction design and architectural
services.

last year we reported that we had succeeded in reversing the previous
trend toward ever larger minor construction programs, which account for &
substantial portion of the total cost of this element. For fiscal year
1965, we have beer sble to decrease further the amount of minor construction
activity planned.

5, IEEP FREEZE

Operation DEEP FREEZE ig the U.S. scientific effort in Antarctics,
sponsored by the National Science Foundation, with logistic support
provided by the Navy. In support of DEEP FREEZE, the Navy now provides:
one radar escort ship (DER) for westher service, search and rescue, end
air navigation; two icebreskers (AGR) and four other ships; and one air
squadron consisting of 20 aircraft of various types. Last year 1 concluded
that Department of Defense support of Antarctic research ought to be Tunded
gt a steble level, consistent, of course, with meeting national objectives.
In line with that concept, T am requesting sbout $20 million for fiscal year
1965 for the Navy's portion of this project, the same amount as in 196L.

§&. Other Support Activities

The amounts shown on the mgble for this category cover & wide
variety of functions including: personnel centers; welfare and morale
services; transients, patients and prisoners; disciplinary barracks;
finance and audit services; the Naval Observatory; dependent schools
($48 million), commissary stores ($67 million including cost of militery
personnel); official mail, Fleet Post Offices; and similar activities.
Also included under this heading are various classified projects.

H, NATIONAL MILITARY COMMAND SYSTEM

The Nationel Military Command System (NMCS) is the prime component
of the World-Wide Military Command and Control System. The other elements
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of the world-wide system - i.e., the hesdquerters of the wnified and
gpecified commands and those of lower echelons of command, , DIA, DCA
with their supporting communications, etc., that directly support the
command and control functions - are included elsewhere in General Support,
or as integral elements of other programs such as the Post-Attack Commend
and Control System in the Strategic Retaliatory Forces Progreamn.

The NMCS is made up of a number of separate elements, including
the National Military Cormand Center (mMcC) at the Pentagon, the Alternate
National Military Command Center (ANMCC), the Natlonal Brergency Command
Post Afloat (NECPA), the National Emergency Airborne Copmand Post (NEACP),
and the verious surviveble communications networks linking these command
facilities, the unified end specified commands and the Service headquarters.

The NMCS was established specifically to provide the national command
authorities, which include the President, the Secretary of Defense, the
Joint Chiefs, or their authorized successors, with the meens to provide
strategic direction to the armed forces of the United States. The surviv-
gbility of this commend and control capability is critical. The primary
command center (NMCC), the fixed alternate (ANMCC), and the mobile
alternates (NECPA, NEACP) are being operated as redundant centers to obtain
the required levels of survivability. In ordexr to perform their required
functions, these centers are linked by reliable communications, warning and
gensor systems, and are continuously manned and ready for use. The NMCS
relies mainly on the Defense Intelligence Agency for intelligence, the
Defense Communications Agency for long-line commnications and other support,
and the Services for information relative to forces, deployments, etc. The
ultimate system a8 now conceived will provide & standardized, highly
survivable, non-interruptable commend capability for a wide range of
possible gituations, and will provide the national command authorities
with a number of alternatives through which they may exercise their command
responsibilities.

For fiscal year 1965, we will spend $l6l million on construction,
equipment, Re.D and operation of the NWMCS:

a. National Military Cormand Center (rMcC) - This is the central
element of the NMCS and, as such, hes certain unique functions
not required of the other emergency conmand posts: it is

responsible for the exercise of the overall system; and it
must support both cold and limited war operations in contrast
to the alternate centers, which are essentially oriented to
general war.

The Joint War Room in the Pentagon is now serving as the NMCC;
however, this 7,000 square foot area provides only an extremely
1imited capability for gathering, processing, and displaying
informetion. We are Dow establishing an Interim Netional
Military Command Center, which will be operatiocnal by the
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end of the year, of about 25,000 square feet in order to
provide in one place global intelligence, up to date status
of forces, and the other elements required for strategic
decision meking. The Moscow "hot line" also terminates
here. This expansion will use presently available space
and will integrate the Joint War Room with intelligence
facilities and consolidate many functions vital to a
coordinated information gatbering effort. In addition
to providing an improved operational capability, it will
provide facilities for testing advanced techniques in
data processing, display, television, and secure
compunications.

Deep Underground Command Center (pucc) - Our continuing
examination of the problems assoclated with an adequate
national command and control structure for the contingencies
which could arise in the 1970-75 time period convinces us that
we should initiate the conetruction of a DUCC. A deep under-
ground command facility would have two very important func-
tions: to protect the command &uthorities and provide

them with enough staff and essential data to render

eritical decisions, and to ensure the survival of the
communications systems peeded to disseminete those

decisions.

Our studies and tests to date indicate that construction
of such a facility at a depth of 3,500 feet is technically
feasible. A DUCC at this depth should be gble to with-
stand multiple direct hits with the very large nuclear
weapons which might be aveilsble to an enemy by the 1970
time period. We presently envision & Very austere DUCC
capable of holding & velatively small number of people,
located generally in the vicinity of the Pentagon and
operationally aveilable about 1970. To begin work we

are requesting $28 million in fiscal year 1965.

Alternate National Military Command Center (ANMCC) - The
ANMCC is & fixed hardened installation. Construction at
this site was substantially funded in prior years' budgets
and the Center is nearly completed. We have included $16
million for operating costs and $1.6 million for construc-
tion in the fiscal year 1965 program.

National Emergency Command Post Afloaet (NECPA) - In order
to provide an jnterim sesborne alternate command post, we
now have in the fleet one cruiser type, which has been
converted to this purpose. In fiscal years 1963 end 196L
we received funds to "de-mothball" two escort carriers, and
convert them to command ships. Our proposed fiscal year
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1965 program includes about $9 million for research
and development and procurement of the data processing,
display, and commnications equipment for one of these
ships.

e. National Emergency Airborne Command Post (NEACP) -
Presently we are meintaining a fleet of 3 NEACP air-
craft (modified KC-135's), one of which can be kept
airborne at all times during an emergency to act &as
a commmnications link for the command system or for
visual reconnaissance of post-attack conditions in
key areas. For fiscal year 1965, we plan to begin
work on basic airframe modifications to one aircraft
in order to fit it with improved fan jet engines, which
will provide increased power to the airborne electronic
facilities, and to provide improved communications and
surveillsnce cepabilities. We intend to begin modi-
fication of a second aircraft in fiscal year 1966.

£. Bomb Alarm System/NUDETS - Both these systems, which
were discussed in the sectlon on Continental Alr and
Missile Defense, arec designed for detecting and evelu-
ating nuclear detonations, and are integral elements
of the NMCS.

g. Commmnications Systems - Over $22 million is included
in the fiscal year 1965 progran for the various com-
munications systems which are designed to serve the
NMCS, including: (1) the Secure Voice Communications
System for issuing commands, alerting, interrogation,
and control throughout the mMes. (2) the Digital
Communications System for exchanging record and data
communications between command centers of the NMCE
and the cormanders-1in-chief of the unified and gpecified
commands, the Service hesdquarters, and other Government
agencies. (3) the Visusl Commnications System for the
airect exchange of graphic and vigual intelligence
within the NMCS end to the White House and the Department
of State.

1. DEFENSE ATOMIC SUFPORT AGENCY

The Defense Atomic Support Progran includes the activities of the
Defense Atomic Support Agency (DaSA), which has responsibility for pro-
viding specialized gtaff assistance to the Secretery of Defense and the

Joint Chiefs of Staff, i.e., operational and training support to the
Services, monitoring the AEC's atomic weapons development programs,
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planning and conducting nuclear weapons effects tests, related
theoretical and laboratory work, and managing the national atomic
weapons stockpile. 9§ S E -

i : A T i The production of fissionable
raterial is, of course, the responsibility of the AEC, in whose bhudget
the corresponding funds appear. Substantial portions of DASA's program
vere discussed previously under the "Nuclear Testing and Test Detection"
portion of the R&D Program. At this point, I will discuss the funding
implicaticns of this program.

wi * e

I stated last year that for fiscal year 196k we would require total
obligational authority of sbout $115 million for this program. However,
the limited test ban treaty and the concomitant responsibility it imposed
for increased preparedness in case of a resumption of nuclear testing
increesed our 1964 fund requirements to $133 million. Most of this
increase was caused by the need to maintain a "ready" nuclear testing
capability which, in turn, required certain physical improvements at our
Johnston Island test facility. To provide the necessary additional land
for nuclear test facilities, we have undertaken the addition of about
353 acres to the Island through a dredging operation at a cost of
approximately $27 million. In order to have the Island enlargement com-
pleted by the promised readiness date of June, 1964, we had to begin
dredging before passage of the fiscal year 1964 construction authorization
and appropriation acts. To this end, I epproved the reprograming of
$16.4 million of ARPA and Alr Force fiscal year 1963 military construction
funds to cover costs incurred prior to passege of fiscal year 196k
legislation. To continue the necessary improvements, Congress appropriated
an additional $20 million in fiscal year 1964. Another $4 million is
included in the 1965 budget.

For fiscal year 1965 we are estimating Defense Atomic Support costs
at $164 million, $31 million more than the current fiscal year. All
DASA program elements remain close to the fiscal year 196L level with
the exception of Nuclear Weapons Effects Tests. In this case, additional
funds are required primarily to echieve and maintein U.S. readiness to
conduct nuclear tests in environments now forbidden by the limited test
ban treaty, to place greater emphasis upon the development of test
instrumentation, and to increase efforts in underground testing to
compensate in part for the restriction on atmospheric testing.

J. MISCELLANEOUS DEPARTMENT-WIDE ACTIVITIES

Miscellaneous Department-wide Activities include the manegement
and steff advisory functions of the Office of the Secretary of Defense
and the Organization of the Joint Chiefs of Staff; Departmental-wide
funding for claims; a contingency fund for military purposes controlled
by the Secretary of Defense; and the Armed Forces Information and

Education Progran.

e



1. Contingenciles

For many years now, Congress has provided certain funds which may
be used for confidential military purposes in unusual, unexpected situ-
ations, when speedy, but secret, action is required. Although use of
these funds is wuthorized by the Secretaery and accounted for sclely on
his certificate, Congress is informed as to the statue of these funds.
In fiscal year 1963, $ll.l4 million of the total of $15 million appropriated
was obligated, and in 1964 we estimate that all of the $15 million
appropriated will be used. For fiscal yesr 1965, we are requesting
$15 million, the same amount as provided in former years.

2. Claims

The sppropriation for Claims provides for the payment of all non-
contractual claims egainst the Department of Defense. For fiscal year
1963, $19 million was eppropriated, and another $3.3 million was transferred
by congressional action from the "Retired Pay, Defense” appropriation
sccount to cover the high volume of claims. Another $19 million was
appropriated for this fiscal year, and additional funds may yet be
required. For fiscal year 1965, we are requesting $23 million in
anticipation of a continuation of the higher rate of claims.

3. A1l Other

The Armed Forces Information and Education Program, which provides
world-wide radio, television and press gervices, together with a program
designed to promote a broad understanding of national goals and purposes,
will be continued in fiscal year 1965 at about the same level of activity
as the current year, at a cost of about $4.3 million.

Total obligational euthority for the Secretaery of Defense's own
office will support & staff slightly smaller than in fiscsl year 196k,
Also included in the amount shown for this item on Table 20 is $5.0 million
wvhich would be transferred to the Treasury Department to complete the
conetruction of the Eastern-Middle Atlentic chain of LORAN stations.

K. FINANCIAL SUMMARY
The General Support Program I have outiined will require Total
Obligational Authority of $14.8 billion for fiscal year 1965. A comparison

with prior years is shown below:

(Fiscal Year, $ Billions)

1962 1962 1963 196k 1965
Orig. Final Actual Estimated Proposed
TOA 1.4 11.8 13.2 13.9 1k.8
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IX - RETIRED PAY

This section covers the pay, as authorized and prescribed by law,
of military personnel on the retired 1ists and provides for payments to
survivors pursuant to the Retired Serviceman's Family Protection Flan.

In fiscal year 1965 the average nurber of retired military person-
nel is expected to rise to about 466,000, an increase of about 54,000
over the current year's estimate. As shown below, a continuation of
that trend should see the average number of annuitants on the retired
roles reaching 706,600 and the annual cost exceed $2 billion by the end
of this decade.

Number of Average Total
Fiscal Retirees Cost Cost
Year (Thousands) ($) ($ Millions)
1961 275.9 2,856 788
1962 313.4 2,858 v 896
1963 358.8 2,828 1,015
196k Lio.L 2,931 1,229
1965 466.1 3,002 1,399
1966 515.1 2,980 1,535
1967 564.0 2,961 1,670
1968 61L.1 2,943 1,807
1969 664.3 2,930 1,9L6
1970 706.6 2,920 2,063

While total costs of retired pay vill rise in the future as increas-
ing numbers of personnel become eligible and retire, the average cost per
retiree is expected to decrease (barring changes in the rate structure).

The vigorous efforts made over the past decade to enhance the attractive-
ness of & Service career has regulted in larger numbers of enlisted person-
nel staying on long enough to attain retirement eligibility. And as the
proportion of former enlisted men on the retired roles increases, the
average cost per retiree declines.
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X. CIVIL DEFENSE

civil Defense is an integral and essential part of our overall
defense posture. I believe 1t is clear from my discussions of the
Strategic Retaliatory and Continental Air and Missile Defense Forces
thet a well planned and executed nation-wide civil defense program cen-
tered around fallout shelters could contribute much more, dollar for
dollar, to the saving of lives in the event of a nuclear attack upon
the United States than any further increases in either of those two pro-
grams. Indeed, our studies indicate that an effective civil defense
program could increase the number of persons surviving a determined
Soviet nuclear attack in the 1970 period by tens of millions, st a total
investment cost to the Federal Government of ebout $3% billion.

An effective civil defense program requires two major elements:
a nation-wide system of fallout shelters, properly equipped and provisioned,
to protect our population from the Tellout effects of a nuclear atlack;
and planning and organization of the capabilities essential to the effect-
ive use of this system, including the ability to carry out essential post-
attacl emergency operations.

Basicelly, there are four sources from which we can obtain our
ultimate gogl of fallout shelters for the entire population. These
include: 1) Independent private initlative, reflected in the efforts of
thousands of home owners and business orzanizations who have developed
their own Tallout protection; 2) The national shelter survey, nerking,
and provisioning progran; 3) Fallout shelter protection in Federal build-
incs; and 4} The Dual-purpose Shelter Development Program designed to
encourage the provision of low cost shelters in selected public and insti-
tutional buildings throuzh Federal financial assistance.

The first source, independent private initiative, while least
expensive to the Federal Government, is not expected 0 yield more than
50 to 55 rillion spaces by 1970. The second source, which is elready
being intensively exploited, is expected 1o supply more than 90 million
spaces by 1970. The third source, Federsl buildings, could produce per-
haps another 5 milllon spaces, providing that the Congress authorizes the
required work and eppropriates the required funds. The fourth source,
the Dual-purpose Shelter Development Program, we estimate will be needed
to provide the balance of the 240 million spaces required for the protection
of the entire population at home and at work. The Civil Defense Prograx
proposed for Tiscal year 1965 is summarized on Table 21.

A. SHELTER SURVEY AND MARKING

The purpose of the Shelter Survey Program is to locate, evaluate,
and mark usable public fallout shelter spaces in existing facilities.
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More than 100 million shelter spaces with s minimum protection factor of

40 or better have slready been 1dentified in scme 125,000 existing facili~
ties. Of this totel we estimate that about TO million spaces will eventually
be made available by their owners, i.e., licensed for public use. As of
pecember 25, 1963, almost 79,000 facilities conteining more than 65 million
shelter spaces had actuslly been licensed or marked.

In view of the large return in shelter spaces for the cost involved,
we plan to continue this program in the years shesd. The $9.2 million re-
quested for fiscal year 1965 for the survey and marking of newly constructed
facilities should add more than four million licensed shelter spaces to the
national inventorl .

B. DUAL-PURPOSE SHELTER DEVELOPMENT

The shelter spaces jdentified by the survey program are heevily con=
centrated in urban areas. Ve have found that sultable facilities are scarce
in the suburbs, smaller citles and towns, and rural ereas. Moreover, as 1
indicated esrlier, the shelter survey program is expected to produce only
gbout 90-odd million licensed spaces by 1970. Accordingly, we proposed twWo
years ago and again last year a dual=purpose shelter development program de-
designed to fill thils gap. After extensive hearings last year, the House
Armed Services Committee reported out and the House approved a Bill (H.R. 8200)
incorporating the major elements of our proposal. This Bill is now pending
before the Senate.

Under the provisions of H.R. 8200, the Department of Defense would
be guthorized to mske payments io states, their political subdivieions (or
instrumentalities of either) and to non-profit institutlons which agree to
provide public shelter space through modification of existing facilities
owned by them or in new buildings constructed by them. The pon-profit charac=
ter of these institutions would be determined in sccordance with criteria
established under the Internal Revenue Code. '

To be eligible for Federal payments, the space provided mist meet
Federal shelter standards and criteries and the applicant mist sign an agree-
ment permitting the space to be marked, stocked, and used as a public shelter
in an emergency. The rate of payment could not exceed an average cost of
$25 per shelter space, OF sctual cost, whichever is less.

The shelter survey has disclosed many opportunities for low cost
modifications of existing buildings, some of which would involve no more
than improvementis in ventilation. We propose in the first phase of the shel-
ter development program to concentrate our efforts on these jow cost modificetions.
Opn the besis of the engineering estimates developed in the course of the
shelter survey, we belleve that the first increment of shelter spaces under
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the new program can be provided at costs well below the proposed maximum
Federal payment. Most of taese opportunities for low cost shelter devel-
opment, however, would be exploited in the first full year of the program.

Ve have included $175 million in the fiscal year 1965 budget, again
on the assumption that H.R. 8200 will be enscted in this session of the
Congress. Since we have not hed an opportunity to acquire experience in
public acceptance or in the administration of the shelter development pro-
gram, we do not contemplate any changes at this time in either the scope
of eligibility or in the degree or amount of financial assistance. The
$175 million requested for fiscel year 1965 is, in our judgment, the mini-
mun amount required to maintain the momentum of the shelter program as 2
whole and %o initiate the new dual-purpose shelter development program in
all fifty states. As we exhaust the opportunities for 1low cost modifications,
the average cost per shelter space will increase. We expect the initiael
$175 million increment of the program to produce 10.7 millicn spaces with
an aversze cost of $17 per space. The next $175 million increment would
produce about T%-million spaces at an average cost of about $23 per space.

Cc. SHELTER IN FEDERAL BUILDINGS

If we are to ask private firms and institutions to provide shelter
gpace for their employees and the generel public, the Federal Government
should certainly be prepared to do the same. Some $17.5 million was appro-
priated for this purpose in fiscal year 1962 to provide ebout 500, 000
shelter spaces in existing Federal buildings. However, the bulk of these
funds was transferred to the General Services Administration (GSA). and
pecguse of the restrictive language inciuded in the Independent Offices
Appropriations Act of 1963, most of these funds have not actually been
spent. These restrictions would be removed by enactment of H.R. 8200, at
which time the GSA plans to resume work on the Tiscal year 1962 program.

The $20 million requested for this item in fiscal year 1965 includes
funds for one million sheller spaces in existing Federal buildings. Funds
for the provision of an additional 200,000 spaces in new Federal buildings
have been included in the fiscal year 1965 construction budgets of the mili-~
tary departments and other Federal egencies. Under present policies, the
cost of modifying existing Federal buildings to provide fallout shelter is
included in the Civil Defense Progra. The cost of providing shelter spaces
in new Federsel buildings is included in the construction budgets of the
respective departments and agencies of the Federal Government.

The shelter construction funds included in the Civil Defense Program
will be transferred to other Federsl agencies and the military departments
for planning, design, and construction based on proposals for the nodifica-
tion of specific buildings.

We believe that this element of the Civil Defense Program is of great
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importance. We expect that many non-profit institutions eligible under
the Dual-Purpose Shelter Development Program, ag well as many private
industries, will follow the Government's lead and incorporate shelters
in their own facilities. Furthermore, the program in Federal buildings
will expand the technical base for the evaluation of shelter design and
cost over a wide range of climatic and geographic conditions.

D. SHELTER PROVISIONING

The Defense Department, under the Civil Defense Program, is re-
sponsible for providing stocks of food and water, medical and sanitation
supplies, and radiation kits for all licensed public shelters. The funds
appropriated by the Congress for fiscal years 1962, 1963, anpd 1964 will
provide sufficient stocks for approximately 60 million shelter spaces at
a cost of about $2.42 per space, including warehousing and transportation.
These provisions are procured and warehoused under the direction of the
Defense Supply Agency and distributed to local governments through T9
Defense Department and GSA warehouses. Local governments are responsible
for storing and maintaining the supplies in the shelters. The $46.4
million requested in the fiscal year 1965 budget would provide stocks for
another 19 million shelter spaces, bringing the total to T9 million spaces,
the number anticipated to be licensed and ready for stocking by the end
of fiscal year 1965.

E. WARNING

An element of the Civil Defense Program is timely warning to alert
the civilian population. In recognition of this fact, we have applied
approximately $10 million to the development and test of a new warning
system, the National Emergency Alarm Repeater (NEAR), designed to provide
almost instantaneous nation-wide warning to every home, office, and factory
served by electric power. Indications of an impending attack would be
picked up by the various warning networks, transmitted to Air Force sector
headquarters, and when the indication was verified, the NEAR system, using
existing power lines, would relay the warning throughout the country.

NEAR entered the engineering test phase in October 1962 and will
continue in that phase through fiscal year 1964 The $1.5 million pro-
vided for 196Lk will permit completion of system testing and the survey of
about one-third of the more than 3,000 electric utility companies in the
United States. These surveys will provide dats needed to select the best
signal converter locations so &S to obtain the required signal coverage
at the lowest installed cost. Included in the $4.5 million requested for
fiscal year 1965 is $2.7 million to complete the utility system survey and
gather all the essential date necessary to plan the nation-wide installation
of an operational NEAR system when engineering testing is completed.

The balance of $1.8 million is for initial field testing of a low
frequency radio system designed to provide a means for alerting and in-
forming State and local governments; for the provision of fallout
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protection for warning points of the National warning System; and for the
~maintenance of the Washington Area Warning System.

F. EMERGENCY OPERATIONS

A total of $15.2 million has been included in the fiscal year 1965
budget for emergency systems.

1. Radiological Monitoring

In the event of a nuclear attack on the United States, fallout radia-
tion in varying degrees of intensity would be present in all or most areas
of the country. Protection of the people and early recovery of vital
facilities could be accomplished only through an organized capability for
detecting, monitoring, reporting and analyzing the fallout situation at
each affected locality. Radiation measuring and detection instruments are
the only known means of gaining reasonably accurate information of the
fallout radiation levels at a specific geographic location. For the con-
tinued development of this nation-wide radioclogical defense capability,
$7.% million bas been included in the fiscal year 1965 budget.

2. Emergency Broadcast System

In a war emergency selected radic broadcast stations would be
required to operate in a fallout environment within the framework of a
national plan for emergency radio broadcasting in order to disseminate
civil defense information and directions to the publiec. To attailn this
emergency capability, & national network of radio broadecast stations will
have to be furnished fallout protection for operating personnel, auxiliary
power backup and an emergercy radio communications link to local government
authorities. Some $5.6 million will be required to provide an emergency
capability to 450 stations in fiscal year 1965.

3. Damage Assessment

Damage assessment responsibilities assigned to the Department of
Defense include the determination of the effects of enemy attack upon the
human and material resources of the nation. In the pre-attack period,
damage assessment provides the basis for planning, program evaluatlon,
and measures to reduce vulnerability. In the post-attack period, damage
assessment provides the information needed for directing emergency opera-
tions and rehabilitation planning. The fiscal year 1965 budget includes
$2.2 million for the development and maintenance of data on the location
of national survival resources, and for use of automatic data processing
equipment for both wvulnerability analyses and post-attack damage assess-
ment.
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G. FINANCIAL ASSISTANCE TO STATES

As a result of the increased emphasis upon civil defense at the
FPederal level, additional responsibilities have been assumed by State
and local civil defense organizations. Even before the full impact of
the responsibilities and demands placed upon State and local civil defense
under the shelter survey and provisioning activities has been absorbed,
we anticipate placing even greater demands upon them in connection with
the Dual-purpose Shelter Development Program. Accordingly, we have
jpeluded $35.7 million in the fiscal year 1965 budget to assist State
and lccal governments by matching their expenditures on eivil defense, an
incresse of $4.7 million over fiscal year 1964 .

4. RESEARCH AND DEVELOFMENT

e are requesting $15 million in the fiscal year 1965 budget for -
civil defense research and development. Much of this work is accomplished
by arrangements with other elements of the Department of Defense and other
Federal agencies. Included in the 1965 program is the provision for con-
tinuing work on low cost fallout shelters; investigation of the cost and
feasibility of providing peripheral blast and fire protection; studies on
fire spread and thermal effects of nuclear weapons; additional work on
various supporting systems such as warning and communications; a larger
effort on problems of the short-term post-attack environment; and analytical
studies of complete civil defense systems.

I. MANAGEMENT

For the overall management of the Civil Defense Program we &Ie
requesting $15 million, $900,000 more than the current fiscal year. This
ipcrease is required to support the 1,062 personnel authorized in the
fiscal year 1964 Appropriation Act under the new pay rates vhich became
effective January 1, plus a minimal increase of 29 positions associated
with expanded programs.

J. PUBLIC INFORMATION

The fiscal year 1965 budget includes $4 million for civil defense
public information. Major emphasis will be placed on the development of
ipformational materials for direct use at the local level; on inereased
use of radio and television 10 inform the public on emergency actions; on
materials needed to keep civil defense officlals informed on the program;
and on technical guidance for professional architects and engineers, school,
hospital and welfare institution administrators and industriasl and com-
mercial leaders.

K. TRAINING AND EDUCATION

Efforts to improve the civil defense operational capability within
each State through intensive training and use of education resources,
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expanded instruction, and improved training techniques will have to be
increased in fiscal year 1965 in step with our rising capability to pro-
vide shelter. Accordingly, $18 million has been included in the 1965
budget for this:purpose, $4.2 million more than 196h.

Nearly 5,000 civil defense leaders and training instructors received
training at three civil defense schools in the past year. A scmewhat
larger number would receive a longer period of tralning in fiscal year 1965.

Civil defense training capability was enhanced in fiscal year 1964
by contracting with a State university or land-grant college in each State,
the District of Columbia and Puerto Rico to produce trained civil defense
instructors and for direct training of shelter managers and radiation
monitors. In addition, existing capabilities within the Services are
being exploited. For example, on a reimbursable basis, the Army is pro-
ducing and distributing civil defense training films to support the
on-going State and local training efforts. Also, Army personnel are con-
ducting classes for State and local radiological monitors.

Adult educetion, medical self-help and rural civil defense public
education activities will be conducted in all 50 States at increased levels
in fiscal year 1965. Filmed materials developed in fiscal year 1964 for
aduit education and medical self-help courses will be available during
fiscal year 1965 for nation-wide television use.

As of the end of calendar year 1963, over 4,000 architects and
engineers had completed Department of Defense sponsored fallout shelter
analysis courses. In addition, nine protective construction courses,
seven workshops and seminars in shelter planning and an environmental
engineering course were conducted and activity in this area is scheduled
to rise in fiscal year 1965.

L. FINANCIAL SUMMARY
The Civil Defense Program I have outlined will require Total Obliga-
tional Authority of $358 million in fiscal year 1965. A comparison with

prior years is shown below:

($ Millions, Fiscal Years)

1962 1962 1963 196k 1965

Orig. Final Actual Est. Proposed
Total Obliga-
tional Authority
Dual-Purpose
Shelter Programs - - - - 175
Other — 252 125 112 183
Total - 252 125 112 358
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XI. THE FIVE-YEAR COST REDUCTION FROGRAM

last year 1 reported to you that we had launched a formal five-year
cost reduction program with the objective of achieving by fiscal year
1967 recurring annual savings of $3.4 billion through improvements in
operating efficiency. We completed our first full year of operation under
this program on June 30, 1963. Originally, we had set a cost reduction or
savings goal of $750 million for fiscal year 1963; we actually realized
savings of almost $1.4 bpillion. Since the results of our program were 50
superior to those which I had predicted last January, I asked that still
higher targets be established by the military departments and Defense
agencies for future years. As a result, we now are aiming at a recurring
anmal reduction in overall costs of $4 billion by fiscal year 1967. The
detailed goals and accomplishments of our cost reduction program are shown
on Table 22.

Because of the accomplishments to date, and those now planned, the
fiscal year 1965 budget request reflects estimated savings of $2.4 billion
resulting from three principal categories of actions:

Estimated Savings

Reflected in Savings Goal By
. FY 1965 Budget FY 1967
(Billions) (Billions)
1. Buying only what we need $ 1.2 $ 1.7
2. Buylng at the lowest
sound price 0.6 1.1
3. Reducing operating cosis 0.6 1.2
Total $ 2.4 5 L.0

While our fiscal year 1965 budget request already reflects anticipated
savings amounting to more than half of our total five-year cost reduction
objective, I do not want to leave you with the impression that this
cbjective will be easily accomplished or that we can relax our efforts in
the slightest if we are to achieve jt. TFurthermore, President Johnson has
added even greater emphasis and urgency to our efforts, and to those of the
7,500 principal defense contractors to whom he wrote on December 2, 1963
calling on them to seek ways of reducing defense procurement costs.

T would like to highlight for you some of the savings we have made -
and hope to make in the future - without sacrificing our essential military

readiness:
A. BUYING ONLY WHAT WE NEED

Refining Requirements Calculations

1
. Procurement of weapons, parts, supplies, and services takes more than
17T



55 percent of each defense dollar. Thus our greatest potential for making
savings lies in reducing the types and quantities of items purchased for
defense inventories. These inventories currently comprise some four
million different items. As shown in Table 22, we realized savings of
$769 million in fiscal year 1963 by our management actions in this area.

The fiscal year 1965 budget request reflects anticipated savings of
$1.1 billion es a result of more refined requirements calculations. For
example:

a. Major equipment requirements have been reduced by more careful
analysis of the gquantities needed to equip our forces. For
example, the Secretary and Chief of Staff of the Army have
examined the Tables of Organization and Equipment for each type
of Army division and have found ways of cutting quantitative
requirements on dozens of end items, including radios, guns and
venhicles, without detriment to combat capability. By increasing
the efficiency of its overhaul and repair depots, the Air Force
has halved the out-of-service maintenance time for aircraft,
missiles and other major equipment, thus reducing the total
number of end items required. The Navy has significantly
reduced its requirements for certain air defense weapons by
calculating its needs on the basis of the specific mission to
be performed in each case. As & result, requirements for SPARROW
and SIDEWINDER in fiscal years 196k and 1965 were adjusted down-
ward by approximately 45 percent.

b. Even more dramatic progress has been made in cutiing both initial
and replacement purchase requirements for parts and supplies.
For fiscal year 1965, the Air Force's budget reflects a reduction
of about $476 million in total obligational authority because of
more precise requirements calculations for aircraft and missile
system spares, stepped-up actions to reduce stock levels, and a
better reporting system which enables a more effective utilization
of assets on hand and at operating bases world-wide. The Army
has introduced the new Uniform Issue Priority System permitting
reduction in order and shipping time by an average of 15 percent,
thereby reducing the size of the inventory that must be maintained.
The Navy was able to reduce its inventory requirements for spares,
establishing more realistic stock support of first line aireraft
by providing for priority processing of repairable items, and
cutting procurement leadtimes.

During the past year we have also added new projects to our cost
reduction program which are designed to reduce the cost of acquiring tech-
nical manuals and other technical data, and to minimize Government investment
in production equipment and facilities as shown on Table 22. This latter
cost reduction project is based on more vigorous application of our policy
of encouraging contractors to furnish their own general purpose equipment
and facilities.
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2. Increased Use of Excess Materiel in Iieu of Procurement

Iast year ve transferred to productive use over $1.2 bvilldon of
excess and long supply inventories, $183 million more than in fiecal year
1961. The total of excess and long supply stocks on band was thereby
reduced to $11.9 billion - the lowest jevel since the Korean emergency .

Our goal is to increase +his rate to $1.4 billion anmally by the end of
fiscal year 1965. Re-utilization of these stocks is a genuine avoldance

of cost since under our approved five-year force structure we would other-
wise have to procure the same or similar items, either now OI in the future.

Under the direction of the Defense Supply Agency, central screening
offices have been established to promote the re-use of all types of excess
equipment, machine tools and supplies among Defense activities. Recent
examples of re-utilization actions, chosen at random from among the
hundreds occurring regularly, are the following:

- The Arry’ received 31 aircraft engines fron
the AT TOTCE, SEVING seessecsresssescentossss $ 800,000

- The Havy received from the ATMY two fire
control systems for use as components in the
manufacture of electronic countermeasure
equipment, avolding additional procurement
Of vovesnanesasereranasranenrmneserettts vane 884,458

- The Alr Force reclaimed parts from ten excess
missiles for use on another weapon, avoiding

additional procurement OFf +oeeavassnnssmunoans 3,034,392
- DSA modified excess trousers to permit issue
in ljeu of nevw procurement, gaving .. eeerere: 451,573
3. Eliminating Goldplating Through Value Engineering

We know that procurement of excesslve quality is just as wasteful as
procurement of excessive quantities. During the past geveral years, NeV
parts and components have been entering our supply system - to support nevw
weapons and other end items - at the rate of over 45,000 per month. Many
of these items are designed and specifications for thenm established before
we have the venefit of experience in actual use. As B consequence, such
{tems frequently incorporate performance features (e.g-, capacity, strength,
durability, temperature resistance and 1light weight) in excess of those
pecessary to the proper functioning of the jtem. This "gold-plating"
peedlessly increases the cost of some jtems by as much as two to ten times.

To reduce the waste caused by "gold-plating”, we met with 1,200
representatives of industry last fall, and I wrote personally to the Presi-
dents of T,500 companies, jpviting them to give our procurement

179

el




Sy

specificatins a most eritical appraisal and to propose ideas for
eliminating unnecessary qualitative requirements. As an inducement, we
are offering our contractors a share of any savings resulting from
acceptable proposals. Our own technical, engineering and procurement
personnel are also being trained to search out such opportunities, and
their performance in this regard will be taken into account in making
future promotions. A menual has been published and formal classroom
training is being conducted to assist in meeting these objectives.

In fiscal year 1963, the cost of military hardware was reduced by
$72 million, with no sacrifice in required performance, as & result of
the "value engineering" ideas developed by defense contractors and our
own technical staffs. During fiscal year 1965 we hope to double these
savings to $145 million.

The potential for savings in this area is well illustrated by the
following examples of recent value engineering actions:

Unit Cost Savings on
Before After Anpual
Redesign Redesign Procurement

1. Cooling system on FGBD
Crusader aircraft: Two-
piece fan cooling device
substituted for six-
piece air conditioning
system $1,243.00 $253.00 $ 89,100

2. 0il seal for F-106 engine:
A one-piece seal substi-
tuted for a two-piece
magnetic seal 56. 47 2.97 39,788

3. 105 mm. cartridge case:
Steel substituted for
brass, and two parts
eliminated 10.43 6.80 555,000

L. Diode used in test
equipment: commercial
diode substituted for
special military diode. 10.00 1.89 115,000

5. Tweezers for first-aid
kits: Plated carbon
steel substituted for
surgical stainless steel. 0.50 0.15 85,000
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L. Inventory Item Reduction

Another way in which procurement requirements are inflated is through
the unintentional addition of duplicate items to our stores catalogs as a
result of incomplete informatlon on new {tems or unnecessary variations in
specifications such as color, method of packing, etc. These duplicate items
receive separate Department of Defense catalog numbers and are separately
procured and separately stored ip our warehouses. This results in excess
inventory and adds at least $100 per item per year to our management costs.
During the past two years, the military departments have assigned special
task forces to screen out duplicate and unnecessary items, with the result
that 434,000 more items have been purged from our supply systems. At an
average savings of $100 per item, this achievement represents a cost
avoidance of $43 million per year. For example, in the case of hand tools,
over one-third of the 25,000 items previously stocked in our inventory have
been marked for elimination. Our aim is +o continue a high rate of item
elimination during fiscal year 1965 and in future years. A special effort
will be made to ensure that whenever possible our design contractors choose
items already in the Defense catalog.

B. BUYING AT THE LOWEST SCUND FRICE

The second major objective of the cost reduction program is to buy
at the lowest sound price. To this end, our efforts are designed: first,
to increase the degree of competition in the procurement process by shifting
vhenever possible from non-competitive to competitive procurement; and
second, to maximize the ipncentives to us and to our contractors t0 increase
efficiency by shifting away from cost-plus-fixed-fee contracts to fixed
price or price-incentive contracts. As shown on Table 22, our goal 1s to
realize by fiscal year 1967 annual savings of about $1.1 billion through
these two basic lmprovements. Actions initiated in fiscal years 1962 and
1963 will, when completed, achieve over 60 percent of this objective. We
pelieve that our fiscal year 1965 budget is about $600 million less than
it otherwise would have been had these shifts in the form of procurement
not been achieved since calendar year 1961.

1. Shifting from Non-competitive to Competitive Procurement

In 1961, we studied a large nunber of General Accounting Office and
congressional committee reports which concluded that millions of dollars
were being wasted because of the failure to obtain price competition more
extensively in the procurement of spare parts and smaller end items. Our
own analysis of procurement procedures fully confirmed those conclusions,
and as a result, I instructed the military departments to increase the
proportion of the total value of contracts awarded on the basis of price
competition. The departments responded by:

Setting quotas for the improvement to be achieved by each
mjor buying office in fiscal years 1963, 1964, and 1965.
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Planning the principal end items expected to be procured
during the three-year period, specifying the method of pro-
curement and the type of procurement contract to be used.

Such advance planning is essential to ensure that the drawings
and specifications required for competition are on hand when
needed.

Adopting standard procedures under which special research teams
select - up to one year in advence - high value parts and com-

ponents which can be safely "broken out" from the end item for

separate competitive procurement .

Establishing tri-Service schools at Fort Lee, Virginia and
Dayton, Chio to train personnel in improved procurement tech-
niques. Over 19,000 procurement personnel will have been sent
to these schools in the three year period ending June 30, 196k .

As a result of these efforts, both the proportion and the volume of
competitive procurenent have increased significantly:

Awarded by FPrice Competition

Fiscal Year Volume ﬁ of Total
. 1961 $ 8.1 billion 32.9
1963 10.8 billion 37.1

By the end of fiscal year 1965, we hope to raise the proportion of
price competition to nearly 40 percent of total dollar awards, as shown

below:
CONTRACTS AWARDED ON BASIS OF COMPETITION
AS A PERCENT OF TOTAL CONTRACT AWARDS
40P 39.9
oF ”‘-ﬂ'a
-,
- 138.4
38%— 7
37.0
36% — 35 .6
4%
2.9
1
30—
A A — ,L .--L
0 T T T T _:1—
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At the end of fiscal year 1963, we analyzed a large number of cases
where price competition had been obtained. We concluded that, on the
average, 25¢ of each dollar of procurement converted from "sole source”
to price competition was being saved - and that savings in fiscal year
1963 amounted to $237 million:

Estimated Savings From Increased
Price Competition FY 1963

(Millions)
Aircraft Components & Parts $ 50
Missile Components & Parts 34
Electronic & Commnications Items 5e
Vehicles 28
Ships & Components 58
Weapons & Ammuniticons T
Supplies & Services 8

Total 3_537

Here are some of the more dramatic examﬁies of price savings actually
achieved:

Savings on
Non-Competitive Competitive First Competitive

ITten Price Price Procurement
Receiver Transmitter $ 2,677.00 $ 1,091.00 $ 1,271,920
Radio Receiver 1,519.00 1,034.00 741,655
Gasoline Engine 453.00 325.00 409,600
Radiosonde (high altitude

weather detection) 170.00 76.70 565,000
Fluid Filter 79.40 26.Tk 59,862
Missile Launcher Hook 5.97 3.45 32,210

Another innovation in the past year has been the use, in selected
cases, of milti-year competitive contracts for end items on which there is
a Tirm requirement for continuous production over two or more years. This
technique produces additional price savings by avoiding annual Ystart-up”
costs and giving the winning producer an incentive to offer a lower price
based on the efficiencies he can achieve over a longer production run.

Looking to the future, we are calling on our principal prime con-
tractors to re-examine their own procurement practices and to set goals for
increasing the volume of subcontracts placed on the basis of price competi-
tion. We believe that this may provide a fertile source of additional price
reductions to the Government - about half the value of all prime contracts

is subconiracted.
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Shifting From Cest-Plus-Fixed-Fee (CPFF) to Fixed-Price and
Incentive Contractis

Ny

A major cause of cost overruns on mejor development programs has
been the lack of detailed advance planning which is an sbsolute prerequisite
for the close pricing of contracts and the close supervision of contractor
performance. In great part, this inadequate planning and control in the
past was made possible by the widespread use of CPFF comtracts, under which
we pay a fixed fee and reirburse the contractor for whatever alloveble costs hic
fncurs. Such open-ended arrangements also encourage premature initiation
of development projects. Moreover, they provide no incentive for us to
define precisely in terms of performance cheracteristics, delivery dates
and costs what it is we wish to procure.

Between fiscal years 1955 and 1961 the volume of CPFF contracts
almost doubled, reaching a peak rate of 38 percent of the total value of
awards in the first nine months of fiscal year 1961. It was clear that
prompt and firm action would have to be taken to reverse this trend and,
accordingly, the military departments were directed to limit CPFF contracts
primarily to exploratory research and study projects. As a result the value
of such contracts dropped to 20.7 percent of total awards in fiscal year
1963, representing a shift of more than $% billion of contracts from CPFF.
The trend this fiscal year is still downward, and our goal by the end of
fiscal year 1965 is to reach and maintain a rate of 12.3 percent, as shown
in the following chart.

COST PLUS FIXED FEE CONTRACTS AS A
PERCENT OF TOTAL CONTRACT AWARDS

40P 38.0
36.8 36.6
32.5
36 < //GOALS
Ab \| 25.8
\\
N 1941
20P% 20.7 N\
\
\
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For every dollar shifted from CPFFF to a fixed-price or price-
incentive form of contract, we estimate that we save ten cents by increasing
efficiency and by reducing the huge cost overruns which have characterized
many development programs in the pest. Thus we believe that the sharp
reduction in the use of CPFF contracts through fiscal year 1963 has made
possible & reduction of at least $400 million in the fiscal year 1965 budget.

Helping to achieve this sharp reduction in CPFF contracts are a number
of basic improvements in the management of weapons system developments
projects. These include:

The more extensive use of the "project definition" phase
during which as much as one year is spent in planning

projects prior to award of major contracts. For example, a
one-year "project definition" phase preceded the initiation of
the 3800 million TITAN III program.

The use of Performance Evaluation &nd Review Techniques (PERT)
which identify the thousands of important events or decision
points which must be monitored continuously both by Department
of Defense and its contractors during the course of a major
development project. In the TITAN III program, for example,
bi-weekly reports are received from the prime systems contractor
on 2,500 key events indicating cost and time progress.

The organization of full-time project manegement offices within
the military departments to supervise the execution of large
weapons projects. Currently there are over 100 project manage-
ment offices in the Department compared to only 50 in 1961.

The refinement of profit negotiation techniques which permit
target profits to be based on the actual effort and risk assumed
by the contractor, instead of on historical percentages which did
not vary appreciably from contract to contract.

4 new "performance scorecard’ recording how well a contractor

actually performs with respect to his contractual commitments

on major development projects. This record will be a signifi-
cant factor in determining future source selections.

A 50 percent reduction in value of letter contracts outstanding
during the past 12 months - with a goal of a two-thirds reduction
to be attained by June 30, 1964. Accomplishment of this goal
would reduce such contracts from their peak level of $3 billion
to less than $1 dillion.
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cC. REDUCING OFERATING COSTS

The third key objective of the cost reduction program is to
increase efficiency of supply, meintenance, transportation and communica-
tions services. As shown on Table 22, our five-year goal in this area
is recurring annual savings of $1.2 pillion. Actions initiated in fiscal
years 1962 and 1963, when completed, will achieve about helf of this
objective. Our fiscal year 1965 budget request reflects over $600 million
of reductions resulting fram the following kinds of actions:

1. Terminating Unnecessary Operations

President Kennedy, in March, 1961, directed that I move promptly to
jdentify and eliminate bases end installstions no longer needed for the
support of long-term military requirements end President Johnson has
strongly reaffirmed this directive.

As of the end of fiscal year 1963, we had made decisions and announced
base closing actlons which, when completed, will produce $336 million in
annuel savings. Since then, additionsl decisions have been ennounced which,
uwltimately, will increase the level of savings to $479 million annuelly -
80 percent of our fiscal year 1967 goal of $600 million. As a result of
our efforts to date, we were able to reduce the fiscal year 1965 budget request
for the operation of installations by $358 million. These are net savings which
reflect the absorbtion of one-time closing and relocation costs.

In sddition to these savings, the terminetion of unnecessary operations
announced to date will produce the following results:

Real Estate Released 645,600 acres
Industrial Plents With Commerciel

Potential Made Available for Sale 58 plents
Positions Eliminated 71,430

In 1961 we established a full-time Office of Economic Adjustment to
work with employees and communities affected by these reductions and base
closings. Based upon the experience gained in these efforts during the past
three years, we believe that, by careful advance planning end an extensive
freeze on new hiring, we will be gble to assure & Job offer to every employee
whose Jjob is eliminated. If the new job requires & move to another Government
installation, our policy in the case of career employees and thelr families,
is to pay the expenses involved.

2. Consolidating and Standardizing Qperations

This project is concerned with elimineting unnecessary overhead and
personnel expense through: the consolidation of common support functions
previously performed separately by the military departments; and the
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standardization of procedures and operating practices among the military
departments.

a. Defense Supply Agency. The most notable savings from con-
solidated operations have resulted fram the creation in October 1961 of
the Defense Supply Agency (DSA), to dwy, store and issue cammon items.
The DSA by June 30, 1964 will have assumed central management of 1.5 million
items with an annual sales of $1.8 billion. In fiscal year 1963 DSA
operated with 3,475 fewer civilian employees then were formerly required for
these seme functions, saving $31 million. In fiscal year 1965, DSA's
civilian staff will be 7,514 fewer than thet required for the seme functions
prior to the establishment of DSA, producing & direct reduction in the fiscal
year 1965 budget of $54 million. In sdditionm, by consolidstion and better
management of its inventories, DSA, by June 30, 1965, will drew down its
total inventory investment by $512 milllon fram pre-DSA levels.

b. Simplification and standardization of procedures. Cost reduction
goals have been set by each military department for savings from other actions
to simplify and standardize procedures. These actions include the con-
solidation of 81 transportation documents into one, which beceme effective on
October 1, 1963; the consolidation of 16 different requisitioning systems
into one uniform system op July 1, 1962; the purchase of automatic deta proc-
essing equipment for proven business epplications in lieu of renting such
equipment; further mechanization of mass paperwork procedures, etc. By
fiscal year 1967 recurring anrual savings of $101 million are expected to
acerue from these actions. The fiscal year 1965 budget request reflects
anticipated savings of $20 million in this area.

¢c. We have Just campleted an intensive study of the contract admin-
i{stration services activities of the military departments. More than 400
f£ield offices employing in excess of 43,000 people are presently engaged 1in
this woark throughout the Department of Defense. As a result of this study,
we are now revising the Armed Services Procurement Regulations to provide
for uniform policies and procedures covering many functions such as the
inspection and acceptance of materiel, the evaluation of contractors'
ebility to perform under govermment contracts, the approval of contractors’
accourting and purchasing systems, the security clearance of contractors’
facilities and personnel, and the on-the-spot analysis of cost proposals.

We are also undertaking a pilot test to evaluate the feasibility
of consolidsting the contract administration gervices of the military de-
pertments in specific geographic areas. We hope by the middle of this year
to have gathered gufficient operational experience to determine the feasi-
bility of eonsolidating these field sctivities throughout the system. 1
feel confident that substantlal operationsl and cost benefits, to both governs
ment and industry, can be derived from these efforts.
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3. Increasing Operating Efficiency

The final group of cost reduction projects is designed to reduce the
operational costs of & variety of logistical support functions. The
following savings have been made in the fisceal year 1965 budget:

a. Communications systems costs - a reduction of $49 million,
attributable to the reduced cost of procuring leased lines services, and
more effective use of existing Defense and commercial communications
gservices. Recurring annuel savings of 866 million are targeted by fiscal
year 1967.

b. Transportation and traffic management - a reduction of $12 million,
sttributable to increesed use of "economy’ class air travel, decreased cost
of household goods shipments, and more economical use of airlift for cergo
movements. Recurring annual savings of $24 million are targeted by fiscal
year 1967.

¢. Fguipment and non-combat vehicle maintenance management - &
reduction of $131 million, attributable to better management resulting from
improved cost accounting; improved planning and scheduling procedures; more
comprehensive analysis of failure data; and incressed use of civil service
employees in lieu of contract technicians. Anmual savings of $340 million
are planned by fiscal year 1967, to be obtained primarily by achieving
higher standards of productivity for the one million employees engaged in
these operations et over 2,000 locations world-wide.

d. Real property and housing menagement - a reduction of $18
million, attributable to improved cost accounting and employee performance
standards, reductions in the cost of purchased utilities, consolidation of
public works functions, and greater economy in execution of repairs and
alterations. Annual savings by fiscal year 1967 are targeted at $63 million.
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XITI. MILITARY PERSONNEL COMPENSATION AND PERSONNEL CEILINGS
A. MILITARY COMPENSATIOR

Last year in discussing the militery pay raise, I stated that 1t
was our conclusion that, in the future, military compensation rates
should be reviewed annuslly and changes proposed when necessary to keep
them in balence with increases in wages and salaries in the civilian
economy. This conclusion was underscored by President Kennedy when he
signed the pay bill last October:

"In supporting this legislation before the Congress,
this Administration pledged to use its best efforts to assure
that in the future military compensation will keep pace with
{ncreasses in salaries and wages in the civilian economy. I
think that I speak or behalf of all of us when I say that is
a pledge we intend keep."

In accordance with this pledge, we have adopted the following
policy:

Annual Review of Militexy Pay of
Active Duty Personnel *

Except for periodic reviews or the entire structure of
military compensation which may be expected to teke place
approximately every five years, military compensation will be
reviewed annually and adjustments will be made according to
the following formula:

1. Subsistence Allowance. The Subsistence Allowance
will be adjusted annually to ensure that it retains a constant
relationship** to the food element of the Consumer's Price
Index, except that no adjustment will be made until this
element moves three points.

2, Basic Allowance for Quarters. The Basic Allowance
for Quarters will be adjusted annually to0 ensure that it re-
tains & constant relationship®to the housing elements of ‘the
Consumer's Price Index, except that no adjusiment will be made
until these elements move three points.

3. Basic Pay:
a. Officers. The basic pay of officers will be

adjusted snnually to ensure that it retains a constant
relationship** to an index based upon the EIS survey of the
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salaries of Professional, Administrative and Technical
employees, except that no adjustment will be made until
the index moves two points.

b. Enlisted, over 2 yeers of service. The basic
pey of enlisted personnel with more than 2 years of ser-
vice will be adjusted annually to ensure that it retains
s constant relationship**to an index of technical, cleri-
cal and wage board weges (the index shall be based on the
BLS Netionsl Survey of Technical and Clerical Pay and the
Army-Air Force Wege Board pay sceles), except that no ad-
justment will be made until the index moves two points,

c. Enlisted, under 2 years of service. The basic
pay of enlisted personnel with less than 2 years of ser=-
vice will be adjusted ennually to ensure that it retains
e constant relationship*tto the Consumer's Price Index,
except that no sdjustment will be made until the index
moves two points.

4. Retired Personnel. The re*ired pay of perscnnel
will be adjusted annually, effective April 1 for those
personnel who were entltled to retired pay before January 2
of that year, to reflect the increase in the annual average
of the Consumer Price Index for the preceding calendar year
over that for the calendar year for which the most recent
sdjustment was made, except that no adjustment will be made
unless the index increases three percent or more.

¥ fThe compensation of Reserve personnel will be reviewed
and adjusted at approximately five-year intervals,
concurrently with the periodic reviews of the total
military pay structure.

*% The relationships to be maintained will be those of:

. Subsistence Allowance of October 1, 1963, and the
Consumert!s Price Index of July 1, 1961.

. Quarters Allowance of Jenuary 1, 1963 and the Con-
gumer's Price Index of January 1, 1961.

. Basic Pay of October 1, 1963 and the indexes of
July 1, 1962. Adjustments of basic pay to0 main-
tain the prescribed relationships will take account
of the amount by which increases in base pay of
military personnel raise the liabilities for
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retirement allowances by more than ~om-
parsble adjustments for civilian personnel.

We should not again permit military vay to lag for so long &
time behind compensation levels in the civilian economy. The chart
below shows what has happened o officers pay over the last fifteen
years.

INDEXES OF OFFICER ADJUSTED BASIC PAY AND ADJUSTED
EARNINGS OF PROFESSIONAL AND TECHNICAL WORKERS*

ENDEX

100 }—

¢N

PROF. AND TECH.
ol WORKERS 79.0

—— 775
—_76. _7.6.5 77'0

175.5

70 |~
OFFICERS

50

”
o,
ges40 o ) ) ] 1] 3

OFF. (10/1) '50 '51 '52 53 ‘54’55 156 57 58 159 160 ‘61 '62 ‘63 ‘64
P.T.W. U/1) 49 50 51 ‘sz '5s ‘54 55 ‘56 Y7 58 159 ‘60 ‘61 '62 ‘63

* BOTH INDEXES ADJUSTED TO REFLECT INCREASES IN RETIREMENT BENEFITS
ASSOCIATED WITH PAY INCREASES.
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The application of these proposed policies 1o the present com-
pensation sceles would now require an increase in basic pay of 3 percent
for officers and 2.l percent for enlisted personnel with over two years
of service. No increase would be required in any of the other categories
of military personnel compensation. Aceordingly, $143 million has been
included in the fiscal year 1965 Defense budget under proposed legisla-
tion, on the asswmption that these increases in basic pay would become
effective on October 1, 196k.

Similar comparability adjustments for civilien career employees
have been recommended by the President and provislon has been nmade on
a government-wide basis elsewhere in the fiscal year 1965 budget.

B. PERSONNEL REDUCTICKS

As @ result of the Five-Year Cost Reduction Program discussed earlier,
and other actions we have taken, the overall number of militery and civilien
personnel is being reduced.

1. Civilian Personnel

At the direction of both President Kennedy end President Johmson, the
Depertment of Defense during the last year and s half has made a mejor
effort to reduce civilian employment. Since ‘the end of the Korean VWar,
the low point in the pumber of civilians employed directly in the militery
functions activities of the Department of Defense was about 1,004,000 in
December of 1960, As a result of the Berlin buildup, the number increased
to 1,042,000 by August, 1962. In the fiscal year 1964 budzet sent to the
Congress & year Bg9, civilian personnel strength was estimated at 1,033,000
for end Tiscal year 1963; snd 1,023,000 for end fiscal year 196k. Our goal
for the end fiscal year 1965 is now 990,000 = gbout 33,000 less then the
previously planned end fiseal year 196k strength. This will be the first
time since the beginning of the Korean Wer in 1950 that direct civilian
employment will total less than 1,000,000.

We ere already well along towsrd the lower target. At the end of
November, 1963, civilian personnel strength stood at about 1,012,000 and
the June 30, 1964, goal has been reduced to 1,007,000, Thus, civilian
employment is already below the August, 1962 peak, and will be 52,000 be~
low that peak by June 30, 1965. This includes 9,900 foreign netionals
who are under Department of Defense ceilings. In eddition, the number of
foreign nationals working under master contracts with foreign countries
will be reduced by 30,000 below the June 30, 1963, strength as a result
of redeployments and directed manpower reductions.
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2. Military Personnel

Total ective duty military strength planned for the end of fiscal
year 1965 will be about 6,100 less than the number planned for the end of
the current fiscal year, and sbout 16,950 less than end fiscal year 1963.
shown in the table below, Air Force strength will continue to decline
primarily as a result of the phase-out of the B-47's. Navy strength will

increase scmewhat as additlional POLARIS submarines are commissioned, and the

Army and Mariune Corps will continue at sbout their present levels.

End FY 1963 End FY 1964 Fnd FY 1965

Actual Estimated Planned

Army 975,155 971,527 973,999
Navy 664,207 669,992 677,896
Marine Corps 189,683 190,000 190, 060
Air Force 868,644 855,302 838,766
Total DoD 2,697,689 2,686,821 2,680,721

Overseas Headquarters personnel will be reduced by 15 percent by
June, 1964, a reduction of over 2,500 personnel, primarily military. A
review of Military Assistance Advisory groups is expected to result in at
least & 9 percent reduction, about 1,113 personnel by June, 1964.
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XTII. FIRARCIL/!, SUMMARY

The programs proposed for fiscal year 1965 including Military Assist-
ance, Military Construction, Militery Family Housing and Civil Defense,
aggregate $52,427,928,000 in total obligasional authority. A swmmary by
major programs, for fiscal years 1962, 1963, 1964, and 1965 is shown in
Table 1.

Of the $52,427,928,000 in obligational authority required to finance
the 1965 program:

. $1,129,561,000 would be obtained from prior year funds
availsble for new programs, including balances brought forward
and recoupments anticipated during the year.

. $200,00C,000 woiid be obtained by transfer from the work-
ing capital funds of the Depertment of Defense in lieu of new
apprepriations ;and

. $218, 367,000 would be obtained from anticipated reimburse-
ments which would be availsble to finance new programs leaving,
therefore,

. $50,880,000,000 of new obligational authority, the amount
requested in the President's fiscal year 1965 budget. A detailed
tabulstion relating the appropriation accounts to the major pro-
gram accounts, end the total obligational euthority to the new
obligationsl authority requested of the Congress in the 1965 budget,
1s\shown oa Table 24 (comparable date for 1964 are shown on Table
23;.

Of the $50,880,000,000 of new obligationsl authority, $17,185,300,000
is requested to be authorized for sppropriastion under the provisions of
Section 412(b) of Publiz Law 86-149, as emended, Of this amount:
$10,613,300,000 is for procurement of aircraft, missiles, and naval vessels;
and for the first time as required by last year's amendment, $6,572,000,000
is for gll research, development, test, and evelustion.

The speczific emounts for each Service and each category ere shown in
the Bill which the Senate Armed Services Committee will consider. Tables
27 through 34 provide detailed lists supporting the euthorization for fis-
cal year 1965. Teble 25 compares the suthorization emounts requested for
procurement in fiscal year 1965, end the amounts authorized and appropriated
for fiscal year 196k.

With respect to the total budzet, of the $50,880,000,000 of new obli-
gational authority requested, the following amounts will be presented
separately:

19%
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1,000,000,000 for Millitary Assistance

1,168,000,000 for Military Comstruction

711,000,000 for Military Family Housing

358,000,000 for Civil Defense, and

172,000,000 for Military Compensation (including $29,000,000
for Uniform Retic:s).

Provisicn for e muner of cther items of propored legislation -~ the
lergest of which are the Uniform Career Management ($6,300,000) and the
Two=year ROTC Program {$4,10¢,0C0) = totaling $13,300,000, is made within
the Government-wide "Allowanzes for Contingencies."

Tmis, the bill ncw befcre the Senate Subcommittee on Depertment of
Defense Appropriations wow.d provide $47,4T1,000,000 in new obligational
euthority snd $200,000,000 to te derived by transfer from working capital
funds.

T additics, we avs reguisting & fiscal year 1964 Supplemental Appro-
priation tetsding $i,087,400,000. We have carefully reviewed all of the
additional costs aricing from new legislation enacted by the Congress last
year and we will absort as much of them as possitle, using availsble funds.
Of the $1,087,400,000:

$853,000,000 is to meet the costs of the increases in military
pey end sllowsnzes enactel by the Congress, end mede effective
Octcber 1, 1963. The Congress authorized the expenditure of funds
to eccver the pay increase, but ne asdditlional funds were gpproprigted
at that time;

$234,400,000 1s tc meet that part of the reduction made by the
Congress in the Military Personnel and Retired Pay appropriations
which cannct be abscroed. The Congress cut $362,000,000 fraom the
budget estimates with the understending that if the funds provided
were not adequste to finance the progremed militery sirengths which
it had gpproved, the Department of Defense was 1o submit a request
for the nezessary additicnal funds.

Again this year, we strcagly urge the Congress tc contimue in the 1965
Appropristion Act the autheities provided by Sections 536 and 512(c) of the
1964 Approprissior Ast. Section 536 suthorizes the Secretary of Defemse 1o
transfer up tc an edditicns) $20C,000,000 fram any appropriation of the
Department cf Defense to improve further the readiness of the Armed Forces,
including the reserve compcnents. Secticn 512(c) permits the Secretary of
Defense, upon determinstion by the President thet it is necessary to increase
the number of military perscansl on active duty beyond the number for which
funds are provided, to treat the cost of such an increase as an excepted
expense. The continuing uncertainty that we fece around the globe mokes the
inclusion of these twe sections in the new appropristions act most importent.
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We are also requesting the inclusion of a new provision which would
permit cash transfers between the various revolving funds. This additional
flexibility would permit us to eperate with e lower cash balance in each

fupd by allowing us to meet emergency needs in any one fund, from the re-
sources of the other funds.
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TABLE 1 - FINANCTAL SUMMARY
(In Billions of Dollars)

FY 61 FY 62 FY 62 FY 63 FY 64k TFY 65
Orig. Final
Strategic Retaliatory Forces $7.6 $9.1 $ 8.4 $ 7.3 $5.3
Continental Air & Missile
Defense Forces 2.2 2.1 1.9 1.9 1.8
General Purpose Forces 14,5 17.5 17.8 18.1 18.5
Airlift/Sealift Forces .9 1.2 1.4 1.3 L1.b
Reserve and Guard Forces 1.7 1.8 1.8 2.0 2.0
Research and Development 3.9 L.2 5.1 5.h 5.5
General Support 11,4 1.8 13.2 13.9 14,8
Retired Pay .9 .9 1.0 1.2 1.4 a/
Civil Defense .3 .1 1 R
Military Assistance 1.8 1.8 1.6 1.1 1.1
Proposed Legislation for Mili-
tary Compensaticn, ete, .2
Total Obligational Authority b/ sug.1 $4h.9  $51.0  $52.2  $52,5 $52.%
Less Financing Adjustments 3.0 1.3 1.5 1.1 1.5 1,5
New Obligational Authority Fh3.1 FL3.T 3oL 51,1 51.0 $50.9
Adjustment to Expenditures +1.6 +1.0 -1.2 -1,1 +1,3 + .3
Total Expenditures $EL.7 FLLL7  BLB.2 0.0  $52.3 51.2
TOA by Dept, and Agency
Army $10.L $10.4 $12.6 $12.0 $12.7 $12.4
Navy 12.7 12,4 14.8 15.1 15.0 15.1
Air Force 19.9 18.5 19.8 20.7 20.5 19.8
Civil Defense .3 1 .1 b
Defense Agencies 3 R .3 .9 1.1 1.3
Retired Pay .8 .9 .9 1.0 1.2 1,k
Defense Family Housing ) .5 .5 . T .7 .7
Military Assistance 1.5 1.8 1.8 1.6 1.1 1.1
Proposed Legislation .2
Total 2 5.1 Ty BLo e PBES OBRE
Memo: Increases since FY 1961 in payments to retired personnel and in rates of
compensation included above:
Increased Compensation Rate:
Military % $ $ .1 $1.2 $1.7
Civilian .2 .3 A
Increased Payments to
Retired Personnel .1 .1 .2 U 6
Total $ .1 P L1 $ .5 1,9 § 2.7

a/ The government's total "mfunded past service costs” of the military retirement

~  program et current pay rates is estimated to amount to $57.6 billion et July 1, 196L,
The proposed pay increase will increase this by $1.0 billion., In FY 65, it would
require $2.2 billion to fund "current service costs",

b/ Excludes cost of nuclear warheads.

e/ In 1961 and 1962 funds for this activity were appropriated to the military depart-
ments.
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TABLE 2 STRATEGIC RETALIATORY FORCES a/
(End of Fiscal Year)

FY 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY 67 FY 68 FY 69

Borbers b/
B-52 555 615 530 630 630 630 630 630 630
B/ZB-U4T 900 810 585 k50 225
B-58 Lo 80 80 80 80 80 s T6 Th
Total Bombers 1595 1505 1295 1160 935 710 T08 706 7ok

Mr-Launched Missiles
HOUND DOG

Surface-to-Surface Msls c/

ATLAS 28 57 126 126 99 99 T2 T2 T2
TITAL 21 67 108 108 108 108 54 5L
MOWTEMAL T 160 600 800 750 610 480 Loo
VITUTEMAL IT 200 390 620 8oo
POLARIS 80 95 b 256 Léh 560 656 655 656
Total ICBM,/POLARIS 108 174 Loy 1090 b7 1717 183 1862 1§582
Cther
QUATL 224 392 392 392 392 392 392 392 382
KC-135 4/ Loo ko 500 58¢ 620 620 620 620 620
KC-97 &0 580 3Lo 240 120
RB-47 90 Ls 30 30 30 —
RC-135 )
REGULUS 17 17 17 7 9
FALCS
XC-135 17 17 17 17 17 17 17
B-4T 18 36 36 36 36 36 35 36

Alert Force Weapors e/
Lumber of Wezpons
Mezatons

a/ Tne Multi-Lateral Force is still under discussion with our NATO Allies. Assignment
¢ modern nucleer weepons of the U.K., France, or a "Multi-Laterel Force," to NATO
in eccordance with the terms of the Nassau Pact, msy lead to adjustments in the
U.E. Tforce structure.

v/ Numbers of aircraft do not include command support or reserve aircraft.

¢/ Numbers of Polaris missiles show cumuletive numbers which will have been deployed
es ships become opersticnel and ere deployed. The number on alert is reduced from
+kris figure by overhaul ard retrofit scheéules and refii between patrols.

&/ Excludes National Emergency Airborne Commend Post and Post Attack Command and

Control System aircraft.

FORMERLY RESTEICTIT ZATA
HANDLE AS RESTFICTED DATA IN
FORZIGH DISSEMINATIOR

SECTION 1u4kb, ATOMIC ENERGY ACT 195L




;/BLD 3 - CONTOENLAL JIR LD MISSTIE DEFEIGE FORCES
(Ingiber at Znd of Fiseeld Yecr)

6L Fréz FL 6y F 6k FHE RH66 FET e FL&
Surveilisnce, Warning & .
Contrcl 8/

RORAD Combat Opns Ctr. 1 1 1 1l 1 1 1l 1 1
Conbat Centers 8 8 8 1T (i 7 i 5 5
Direction Centers g/’ X - N SRR . "
BUIC Control Centers L L e o K RN
Search Redars o S R T e A : RS
DEW Raders ‘ . T e T
DEW Extension Redars N . - .
Aircraft t/ A S i L e P
Ships 5 S . . ) . ' 0
Offshore Radars e e . . ; - Chee a®
AEW/ALRI Aircraft e : B S Co

Ships
SAM Fire Coord. Sys.
Atr Netional Guard
Search Radars

Manred Interceptors b/
kir Force
F-101
F-102
F-10L
F-106

Kavy
F-LD
Ar National Guard ¢/
F-86

F-85

F-100
F-102
F-10k

Surface-to-Air Missiles
BOMARC @/
NIKE-HERCULES (Reg) &/
NIKE-FERCULES (ANG) e/
FIKE-AJAX {ANG) e/
EAWK (Reg) e/

Werning {Missile Attack)
BN Sites 2 2 2 3 3 3 3

.

a/ Includes CONUS, Alesks, Greenland, Iceland, an? Caneda.

1__9'/ Wumbers of aircraft are cbtained by multiplying auwthorized squadron Unit Equipment by pumber of
squadrons.

¢/ Possessel gircraft,

a/ BOMARC figures reflect missiles op launchers.

g/ HIXE-HERCULES, AJAX, and BAWK reflect mumber of missiles authorized.

£/ Excludes 11 aircraft in fiscal year 1961 and 10 aircraft in fiscal years 1962-68 in training units.

g/ Excludes one combined combat and direction cemter in Canads.
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TABLE L - GENERAL PURPOSE FORCES - ARMY

(End Fiscal Year)

FY 61 FY 62 FY 63 FY 6k FY 65 FY 66 FY 67 FY 68 FY 69

Divisions ~ - -
Airborne R T
Armored I T L S )

s : AR SRS b . .ur
Infan‘t.‘f'y i g o ":m‘,,a P v =,
Mechanized Lo T e %

Total L T R v a
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o 7
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B SR Lo 4
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o . ~
Cther Artillery Bns |+ Ty ¢ o '
. - . ‘.‘ . P
Cther Combest Bne S
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TABLE 5 - ARMY RESERVE COMPONENTS PROGRAM

Category
On-Site Air Defen:

Units to Reinforce
Active Army

Two Brigades
Nipe Brigades
Treining & Base U
§ Divs. & Their St

2 Theater Reinfort
Divs. & Their S

Support for Cther
Other Divislons
Nondivisional Uni-

Nine Command Hg.
Divisionsel

Priority Reinforec:

TOTAL

Includes 70,2t
Estimates. W
status unt:
objective .
Changes in au
divisiona
The actual re:
Personnel att
for FY 196

e

el 1
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Attack Carriers
Enterprise
Forrestal
Midway
Essex

Total

Attack Carrier Groups

TAELE T - GENERAL PURPOSE FORCES - NAVY
(End Fiscal Year)

FY 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY 67 FY 68 FY 69

Fighter Bombers
F3B/FEA
F8a/B/C/D
FBE
F-4E
F-111B

Totzl

b
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fn
e
w

t
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AN et

= ?-b‘b

Total

Hegvw Atteck
A-54
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Total
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EA-3B
EC-i21
RA-5C

Total

Fieet Eerly Warning
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Totel
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TAELE 7 - GENERAL PURPOSE FORCES - NAVY (Cont'd)
(End Fiscael Year)

FY 61 FY &2

FY 63 FY 6+ FY 65 FY 66 FY 67 FY 68 TFY €9

Replacement Groups
Fighter Bombers PR
F-6A/F3B L e
F-84/B/C/D e wr
¥-8E ‘ :
F-sA/B o
F-111% AR
Total 7

Attack T
A-1 P N
A-3
i-sa/B/C
A-L4E
A-64
VAL

Totel

Recon/Intelligence
A-5A
RA-5C
RA-3B
Totel

Trainer
4raines

Support Aircraft

Totel

ASW-Survelilance & Ocean Control

Shios
ASW Carriers
SSHN
&S

Submarine Direct Support|- }'5 .

DEG .
DE Pl

DER e o
New ASW DE '

Smzll Patrol N E

Aircraft Support Ships_|
Total '

ASW Cerrier Air Groups
SH-34G/J
5-24/B/D/F
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TAELE T - GENERAL PURPOSE FORCES-NAVY (Cont'd)

ASW Carrier Air Groups (Cont'd}

SH-34

5-2E

A-4C

Station Supt A4/C

Replacement Sgdns
Total

Petrol 4/C Sgdns
P-2E/S-21
SP-2E/H
P-3A
Seaplanes
Replacenent Putrol Sqdns
Swpt 4/C
Totzl

Multi-Purpose Ships
SAM Ships
CGH
0G/CLG/GAG
DIGH
DIG
DDG
Other Combet
CA {gun
DL {gun)
DD/DDR
Direct Supt Tenders
Total

Mine Werfare Ships
lMine Warlere Ships
Direct Supt

Total

srohibious Assault Ships

Log and Cper Supt Shinc
Undervey Replenishment
Fleet Supt

Totazl

Fleet Tacticel Supt 4/C

Fleet Supt A/C Sqdns

Other Supt A/C

Total: Ships

Aircerait

g./ Includes 33 DDE's.

(End Fiscal Year)

FY 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY 67 FY 68 FY 69
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Kew Construction

CvA Attack Carrier

335N Attack Submarine
(Fuclear)

Escorts

Small Patrol

Frigates

Destroyers

Mine Warfare

Armphibious

logistics & COper. Support

Ships

Total New Construction

Conversions

SSIi Attack Submarines

85 Attack Submarine
ppG (DL & DD 931)
DD {DD 931 ASW MCD)
Destroyers (FRAM)
Mine Warfare
Amphiblous

Ships

Total Conversions

Total New Comstruction

and Cornversion

Total Cost of Ships

{In Millions)

Let Adv. Procurement

TOTAL

logistics & Oper. Support

TABLE 8 - GENERAL PURPOSE FORCES - NAVY SHIP CONSTRUCTION AUTHORIZATION FPROGRAM

Avthorized for Start of Copstruction in Fiscal Year

Fr 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY 67 R 68 FY 6
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$927 $1,20% $1,691 $1,471 $1,818
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$022 $1,313 $1,719 $1,5427 $1,847
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PABLE 9 ~ GENERAL PURPCSE FORCES-MARINE CORPS
{End Fiscal Year)

FY 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY
Marine Divisions O Ea— : I -

LA "_;’]5; e £ w S

67 FY 68 FY 69

Marine Air Wings : o g : £ ¢
Tank Battalions e s, D e . _

Light AA Msle Bns {HAWK) et . T R ot

Evy Arty Rocket Bns (HJ) : SRELEN W P
Amphibian Tractor Bns PERNE . ',, - o - o

Hgs Fleet Merine Forces e {{ *7.;\‘=;”’;{s_: o L . RN o

Res Division/Wing Teams |2 L Lo T
Loe I & Lo .
L R o o
. = & o B -
Marine Air Wings PR Le s . -
Fighter Sguadrons - eop 7 ) ' ‘ R ' CE
F-6A e T & W ’ ) T
F 8 . . . P a_%‘. . - R Ce ook
F—hB : B 4 N ‘vf‘!: e d 77 . ”— o ) . . . B g‘ -
Total B : ;
ERO Il A " g a < W Yo o g
» R ‘ Ll - o * g .
Attack Squadrons 2 _; I ,i
AF-1E e e N S o T “ Wiyt
ALB/C e P e PRE L S
A- L}': . : i T EE e ; « ] ferat N & s
- ;r.o .- ‘;' & v E ) .
A-6A R L - R R e X T S .
VAL ° ¢ '
Total ° Lo
- . - ks . Tow ot £ . iy . L iy -
Zecon Countermeasures ‘ - ke AN .4
Tanker Transport Sgns N ° . .
o © . e, 2 W
Helicopter Transport Sgns e 5 &3
E-37C p N o i
- T E
UK-3L4D ' . .
Cﬁ-hél:x s N qui *. 'S ;:; K
CH- 5 3ﬁ‘ ) . s 6 - ) ar : ’ ; \ ru
e ? - i 3
Light Helicopter/Obs Sgns d
0-1B/C/05-L3D toe o _
UH-1E L e e e <
e - ol Je : N Loe - .
Total . ‘ el e T : . T I S
: ® - - 2
W, : : il * ve Tae e JTEeat Vg ,« N v e - PP
Mar.Air Wing Total A/C S Hw ' . F %
a
Support Aireraft P
" N
Marine Air Wings ¥
Egs Fleet Marine Forces
Marine Air Bases o
Total Support Aircraft
Totel Marine Aircrafi b s AR e on . } ik e )
NEEREL S e a o . S




TABLE 10 - WAVY AND MARINE CORPS RESERVE FORCES

(End of Fiscal Year)

FY Y FY

b On'd

F¥ FY FY
1961 1902 1963 1961+ 1965 1966 1967 1960 1959

FY

Na~ Res Trng Ships a/

gt

fooL

S
L
‘
]
- -
- .
&
N
e
° B
“
- b
g FR
- @
B
s
T,
P v

Nl
Wl

Do-Destroyer

DZ-Zscort

MSC Minesvesper P N
MGCO tmswper (01d)

Tota
M rcralt
PO -1 :
F-0& -

-8 AR ARL S, T

Total Fighter . L
A-1E -

A-hAfB/C 7 - ‘

Total Attack Talhe e, S
Recons/Fhoto s

A v
Search Units (VE) .
Search Units (FS) Co . .
I-2 ' °
5p-2 _

Tetal Fatrol ’ E -,
Tranzport Units L ) -
Support Alircralt :

Total Aircralt e o
Recerve Fleet } T o
Ships liaintained by Kavy wML T e @I T

Catecory £ o/ .

Caterory B e ° e

Other
Shipc liaintained by

Maritime Comrisszion

L s
gf Includes only those snips which maintain operational

vertime taczks.

p/ Ti;ece are used as naval reserve training

chips showm

above.

readiness to pervorn




TABLE 11

Fighter
F-BE
F-4B
F-111B

Total

Atts ok
A-=C
A-LE
A-GA
VAL

Total

Recon/Counter

..
il
)

€
v

29
‘&A‘Jgi‘l

3

[EIR ) Il B
ct

n

RAVY AND MARIKE CORPS AIRCRAFT PROCUREMENT PROGRAM

FY 61

FY 62 Fy 63 FY &4 FY 65 FY 66 FY 67 FY 68 FY 69
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lm

Total

Proc Cost (
Miliions)

a/ Includes
b/ Excludes
¢/ Includes
All spares and

27 aircraft to be proc
4 aircraft financed un
fiyawa

.
. v oa
L e .
i . ‘. .
woa P 1 e
» , Lo
.
we o T o
SR T :
a .
;

In

o/ 4,279 $2,478 $1,42¢ $,176 $1,389
ured from Air Force.
der RDIZE in FY 1964,
y aircraft, sdvance puy, peculiar AGE,
other support are not included.

and training device costs.
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TABLF 12 - GENERAL PURPOSE FORCES - AIR FORCE AND ATR NATIONAL GUARD

Active Porces a/

Ff 61

{End Fiscal Year df)

P62 P63 FLEL FES

65 F6] R HE

Tactical Pighters T

Total Alrcraft
Ko. of Wings
Tactical Bombers
B-37
B-66
Tactical Recon.
RF-84
RF-101
RF-L
RF-111
RB-66
Total Alrcraft
No. of Squadrons
KB-50 Tankers
8pecial Alr Warfare Forces
¢-123
Other
Interceptor Fighters
F-89
¥-102
Total Active A/C

Air Fatiopal Guard b/
Tactical Fighters
F-84
F-86
F-100
F-104
F-105
Total
Tartical Bomber, B-5T
Tectical Recon.
RB-57
RF-84
RF-101
KC-9T7 Tankers
Total ARG A/C
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. TABIE 13 - GENERAL PURPOSE FORCES - ATR FORCE ATRCRAFT PROCUREMENT PROGRAM

FY 61 FY 62 FY 63 FY 64 FY 65 FY 66 FY 67 FY 68 FY 69

Type of Aircraft

F-1C5 180 231 107

F-hC 30 30T 2715

F-LD 52 238 209

F-LE 127 133

F-111 {T¥X) 10 55 112 246 360
RF-LC 2 24 108  1hk 47

RF-111 (R-TFX) 2 41 €0 €0
Total B _26; 3 b3 _j Mo 286 306 _l2o

. Procurement Cost
(In millions) &/ $377 $613 $oTT $OMT  $963

s/ Includes flyaway aircraft, Advance Buy, Peculiar AGE, and training device
costs. All spares and other support are not included.
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TABLE 1k - ATRLIFT AND SEALIFT FORCES
(End Fiscel Year)

FY 61 FY &2 FY 63 FY 64 FY 65 FY 66 FY 67 FY 68 FY 69

Active Forces

C-97 h . ] - T . -
C-llB - . c‘ . . » _"- 3. - %

c-121 A R G e e e
c-123 S Tt ;o S e N
C-124 T : : ‘ Cen :‘."a-u“'“-s“ A P T -'g‘.-,g‘; Ce e “_“"_

£-133 o LA e I e Ty D e
c_135 ._’ .(‘ - o ‘»i, .._J;. - ",'.,-H ,o._!'f . ek e ';"7"‘ . ._).:;'- "
c-1k1 B L ‘

Total Active > H . o
. ~ .‘ & ) . .
AMr Force Reserve “dﬁﬁ - SR e .
C-119 L B : - :
£-123 ,‘ P N .,q-.. & - H': . L | )
c-124 * e , L ' S ‘-r- . e e . »M - "_’7 . . :“: 0‘ .
Air National Guard S L N ) , R ﬂ‘ o
c it : A R
c-121 = & e L - ; ;
C-123 o s . - ": . . ¢ n‘h Frla .
Res & Guard-Total b sl Cm SN, % R n . - ?T-,
L/R Airlift{e : a
30-(15.:\’ lift to: ’ N .1' et % A N ?m“"f‘ o ° Ce ERNCIE RS . ¢ N .
S.E. Asia {tons-000) E/ g B P O T __.?. e
Europe (tons-000) ¢/ ' ST S
Troop Ships S
Cargo: . : e - PR O
General Purpose o o L - o ':i L
Roll-on/Rell-off T A S L
Special Purpose Cow L ; :; . ;=6;f“;-ﬁ ; ; S .
Forwvard Floating Base PR . 0 R i ;:ﬁ T D

Project Ships .o . ) o _ ) . "
Total L o : ' ) T .

/ hircraft relemsed from MATS will be used for interim modernization of the mission
support fleet, for modernization of the Navy's Fleet Tactical Support squadrons, or
for Air Force reserve components. Exact distribution is now under study.

Increases to 320 U.E. aireraft by FY 1970.

Based on active and reserve military capabilities; CRAF not included.

Increases to 73.3 in FY 1970.

Increases to 14C.7 in FY 1970.

Does not include amphibious ships in Program I1I.

Phased-out ships will go to Ready Reserve Status or to amphibious forces in Program IiI.
Eyxact distribution is now under study.

A new type Ro/Ro ship may be substituted beginning in FY 1967.

Number of ships will increase beginning in FY 1966 if forthcoming tests are successful.

1o

wly eelele!y




Airlift
C-130B/E
C-135A/B
c-1k1

Totel Alrcrelt

Cost (% Millions)é/ $120 $315
Sealift

T-1ISU, Roll-on/Roll-off

T-A0 Conversion

Cost ($ Millions) $20 $27

g/ Includes flyeway aircraft, advance buy, peculiar AGE, and training device costs,
A11 speres and other support are not included.




Army Reserve
Paid Drill Training
Other Paid Training
Total Paid Status

Army National Guard
Paid Drill Training
Other Paid Training

Total Peid Status

st

TABLF 16 - SUMMARY OF STRENGTH, DRILL STATUS, ETC.
FOR RESERVE AND GUARD FORCES

{(In Thousands)

End Fiscal Year

Total Army Paid Status T5L.9

Naval Reserve
Paid Drill Training
Other Paid Training
Totel Paid Status

Marine Corps Reserve
Paid Drill Training
Other Paid Training

Total Paid Status

Air Force Reserve
Paid Drill Treining
Other Paid Training

Total Paid Status

Air National Guard
Paild Drill Training
Other Paid Training

Total Paid Status

Total A¥F Paid Status

Total Reserve Forces
Peid Drill Training
Other Paid Training

Total Paid Status

1961 1962a/ 1963 1964 1965
301.8  261.5  237.0 26&.3 b/ 285.0 b/
. 48, 7.2 80. 58.4
3%1.1 309.% 25%.2 3L L EXRA
393.8  361.0  360.7  376.0 b/ 395.0 b/

393.8 361.0 360.7 376.0 395.0
670.8 6l G 720.4 738.4
129,9 111.3 119,6 126.0 126.0
8.0 7.9 9.8 10.1 8.6
137.9 119.2 129,k 136.1 13L.6
43.8 46,6 u6.g hs.i us.a

2.1 2.0 1. 3 .
45,0 48,6 Lg,1 48,9 Eg.g
4.5 58,4 58.6 61,0 61,0
11.5 10.7 9,1 9.0 %.5
75.9 9.2 67.7 T0.0 .5
70.9 50.3 Th.3 75.0 75.0
70.9 50.3 4.3 75.0 15.0
146.8 119.5 152.0 145,0 143.5
1004, 8 823.1 826.5 947.5 987.5

8c.9 .9 7.9 102, .
1085.7 958.0 o6k L 1050.% 10%5.2

s/ Excludes reservists celled to active duty during the "Berlin crisis",

p/ The programmed strength for the Army Reserve Components is 700,000,
Army Reserve 300,000 and National Guard 400,000,
above are estimates of strengths that will actually be attained.

NOTE: Detail may not add to totals due to rounding.
212
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TABLE 17
FOUR SAFE

- DEPARTMENT OF DEFENSE PROGRAMS SUPPORTING THE
GUARDS RELATED TO THE TEST BAN TREATY
(Toa, $ Millions)
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TABLE 18 - RECAPTTULATION OF DOD SPACE DEVELOPMENT PROJECTS
(ToA, $ Millions)

Spacecraft Mission Projects

Manned Orbitel Laboratory
GEMINI (Marnned Space Flight)
X-20 (DYNASOAR

DoD Comm. Satellite System

-Sub-Total

Vehicle, Engine and Component Development

TITAE I1I1
Re-entry and Recovery
Standardized Space Guidance
S0lid Preopellant Moter Development
Liguid Rocket Engine Development
Cther

Sub-Total

Ground Support

Atlantic Missile Renge (Space-Related)

Pacific Missile Range {Space-Related)

White Sands Msle. Range (Space-Related)

Test Instrumertation (Space-Related)

Space Track

SPASUR

Satellite Tracking and Contreol
Sub-Total

Supportiing Research and Development
(Includes Applied Research ard
Component Development)

General Support

Defense Space Development
Project

TOTALS:

FY 1961  FY 1962  FY 1963  FY 1964  FY 1965

- - - 10.0 75.0

- - T.h 13.6 6.0
58.0 100.0 131.8 70.0 -

109. 4 16h4.1 75.0 35.0 8.9

55.2 10L.6 59.6 76.6 Lh, 7

3.1 16.7 27.5 26.9 25,7

23.6 22,0 k2.1 27.9 24,8

8.2 26.0 29.0 2.7 2.0
- 7.0 9.0 6.0 -

- - 7.9 51.0 12.9

- - - 3.0 10.0

9.1 .1 2.4 1k,9 13.5

266.6  WLT.5 365.7 337.6 223.5

- 22,1 232.8 329.6 205.6

- 13.0 13.5 21.b

- (3.0) (5.0) 30.0

- 13.6 1k.0 30.9 12.0

- - - - 10.0

_ 3.1 32.6 L. 4 10.5 3.0

3.7  68.3 308.2 PBL.5 282.0

35.5 60.5 85.0 67.k 83.2

k.9 11.6 20.5 25.9 35.1

- 0.5 2.0 2.1 2.6

- 0.5 10.6 15.1 17.4

3.3 2k.g 39.9 367 33.3

4.1 4.6 8.3 22.9 10.1

- - - - 9.1

57.B 102.6 1656.3 168.1 156.8

65.1 148.6 14k.g 146.9 149.1

420.7 531.2 S57h.2 578.7 622.7

813.9 1,298.2 1,579.3 1,515.8 1,u7k.1




RESEARCH
Army
Navy
Adr Torce
ARPA

Total

EXPLORATORY DEVEIOPMENTS
Army
Navy
Air Force
ARPA
Total

ADVANCED DEVELOPMENTS
Army
Tri-Service V/STOL Concepts
New Surveillance A/C
Communications Satellite
NIKE X Experiments
Heavy Lift Helicopter
Anti-Tank Weapons
Adr Defense Systems 1970's
Other Advanced Develop.
Sub-Total

Navy

Tri-Service V/STOL
HAWKER P-1127

Undersea Warfare (incl.
ARTEMIS, TRIDENT, and
other ASW projects)

Adv. Sea-based Deterrent

Air Cushion Ships/GEM
Spec. Warfare Navy Acft.
Other Advenced Develop.

Sub=-Total

Sl

TARLE 10 - FINANCIAL SUMMARY OF RESEARCH AND DEVELOPMENT 1/
(Ton, $ Millions)
Prior FY FY FY FY
Years 1962 1963 1964 1965
- 73 3 82 89
- 19 129 136 149
- 70 83 Bl 93
- 33 31 35 k5
- 295 316 337 376
- 142 225 243 k3
- 324 355 344 337
- 295 292 305 308
- 218 2oL 237 238
- 979 1,096 1,129 1,126
1 ¢ 12 10 1
2 T 1 11 8
80 103 50 20 18
> 19 98 - -
- - 15 2 2
34 26 28 18 h
- - - - 5
- 3 12 19 24
- 165 226 80 72
1 6 12 10 12
- - 2 3 3
108 33 57 €9 89
- - 15 12 12
- - - - 2
- - - - 6
- 18 23 b1 52
- 5T 109 135 176
215



TARLE 19 - FINANCIAL SUMMARY OF RESEARCH AND DEVELOFMENT (cont'd.)

o (moa, $ Millions)

Prior FY FY FY FY
Years 1962 1963 196k 1965

ADVANCED DEVELOPMENTS (cont'd)

Air Force
Tri-Service V/STOL 1 6 12 13 16
V/STOL Aircraft Tech (incl.

HAWKER P-1127) - - 2 5 12
V/STOL Eng. Development - - - - 10
Corrmnications Satellite - 5 52 22
Manned Orbital Lab - - - 10 75
GEMINI (Manned Space Flight) - - - 14 6
X-20 {DYNASOAR) 109 100 132 TO -

: PR 184 164 75 35 9

; 8 26 29 3 2
T R - - - 3 10
Re-entry and Recovery - - 1k 1k 21
Solid Propellant Motor

Development - 14 1k 31 12

Adv. Storable Liquid Prop. - - - - T
. High Energy Storable Liquid, -
: Upper - - - - 3
X=-15 150 10 10 9 8
2l T 12 15 12
- - 9 8 8

- - - T 10 10
AvACS (Airborne Werning &

Control Systen) - - - - 9
Tactical Fighter Avionics - - - - 12
Other Adv. Developments - 52 41 104 87

Sub-Total - 379 W62 397 351

TOTAL ADV. DEVELOPMENTS - 601 T97 612 599

® »
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TARLE 19 - FINANCIAL SUMMARY OF RESEARCH AND DEVELOPMENT (cont'd)
(ToA, $ Millions)

' : Prior FY FY FY FY
Year 1962 1963 1964 1965
ENGINEERING DEVELOPMENTS
Army
NIKE-ZEUS Testing 836 272 2! 65 . 1o
NIKE-X - - - 2662/ 331
Mobile Forward Ares Air Defense
(Including MAULER) 39 36 50 76 51
LANCE (Div.Support Missile) L 1 18 47 58
TOW - - - - 2k
Main Battle Tank - - 2 8 11
Combat Surv. & Target Acquis. - L5 L6 i) b1
Corm. & Elec. Equipment - 43 67 76 69
Air Mobility - 36 17 29 23
Artillery Wpns & Atomic Munitions 3 26 37 33 38
Infantry Weapons - 6 16 17 15
Other Army Engineering Dev. - 6 92 gly 88
Sub-Total - oLl 522 754 792
Tavy
Adv. Design ASW Des. Escort - - 9 26 20
Wire Guided Torpedo EX 10 - - L 13 18
ASW Rockets - - - - 6
Aireraft Enzines - - 9 13 20
. Other ASW - 3 k 12 23
: Short Range Guided A/S Vpn. - - - 1 T
Med. Range Guided A/S Wpn. - - - - 9
TYPHO 78 Wy 55 47 -
NORTO} SOUID Eng. Tests - - - 15 -
ADV. SAM - - - - 12 16
61 17 2L 9 T
Marine Corps Develop. 6 7 L 8 10
Other - 26 L8 67 90
Sub-Total - 97 157 233 226
Air Force
XB-T0 800 220 207 156 92
MREM - h 26 3 110
Ballistic Msle Re-entry Sys. - - 121 155 165
TITAN III - 22 233 330 206
Standardized Space Guidence - - - - 30
Adv. Strat. Manned Systenm - - - - 5
Heevy Loz. Support a/c (CX) - - - 10 T
Other - 93 101 4o 65
Sub-Totel - 339 688 T 680
TOTAL ENGINEERING DEV. - 9TT 1,367 1,760 1,698

@& a7
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TABLE 19 - FINANCIAL SUMMARY OF RESEARCH AND DEVELOPMENT (cont'd)
(oA, $ Millions)

Prior FY FY FY FY
Years 1962 1963 1964 1965

MANAGEMENT AND SUPPORT
Arriy

White Sands Msle. Range - 5 65 - Th 93
General Support - 1ks5 145 160 168
Sub-Total - 199 210 234 261
Navy
Pacific Missile Range - 117 134 1ke 159
AUTEC - 15 18 16 19
General Support - 204 189 192 195
Sub-Total - 333 31 350 373
"
Air Force ’

195 280 232 231

3 5 3 -
634 640 661 666
832 925 896 897

DSA - - - 6 s

Atlantic Missile Range

Def. Doc. Center

General Support
Sub-Total

TOTAL MANAGEMENT & SUFPORT 1,364  1,hk76 1,486 1,52

EMERGENCY FUND - - - 101 150
Sub-Total R&D - 4216 5,052 5,425  5,k91

OPERATIONAL SYSTEMS DEVELOPMENT

Army

NIKE-HERCULES 135 3 L 2 1
SERGEANT 170 8 5 1 1
REDEYE 13 9 12 15 &
CHITIOOK 39 7 11 3 -
Multi-System Test Equip. - - L 8 5
Gen. Sheridan - AR/AAV 5 7 12 4 -
HAWK 128 5 2 10 6
SHILLELAGH - - - 32 9

DUCC
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TARLE 19 - FINANCIAL SUMMARY OF RESEARCE AND DEVELOPMENT (Cont'd)
(T0A, $ Millions)

Pricr FY ¥Y FY
Years 1962 1963 1964
OTPERATIONAL SYSTEMS DEV. (Cont'd) -
Navy
FEM Subs 1,469 Ly 379 209
F4B Equipment Improv. - 3 9 8
COD Aircraft - 5 21 -
CHS3A Assault Helicopter 5 - T 6
Redar Height Finding L4 6 6 2
SGS-23 & 26 Sonar 16 3 3 6
Naval Tactical Data Sys. 68 10 T 6
SATS 16 2 T T
Torpedo MK 46 38 11 21 1k
TERRIER BT-3A & HI3 52 5 3 1
TALOS 59 7 6 2
TARTAR 109 L 6 6
SPARROW III 31 5 L L
BULLPUP 25 6 2 -
SUBROC 8L 3k 37 15
EYE Weapons 1 i 1 L
Tacticael Fighter F-111B = - 11 25
Pactical Fighter F-111B FC & Msl - - 22 60
cuided Msl Improv (Incl SAM & ATR) - - - 26
Marine Corps Tact. Dats System 2k 8 6 L
Follow-on Lt. Attack A/C (VAL) - - - 34
Other Operational Systems - 1L 8 58
Sub-~Total - 568 566 ko7
Air Force
Fmergency Rocket Comm. System - - 5 6
ATLAS 2,094 102 59 ik
GAM 87 SKYBOLT 149 1k 84 -
TTTAN 1,920 350 199 3
MIUTEMAN I 1,180 538 293 95
MINUTEMAN IT - - 37 287
STRAT Air €S (465L) T0 10 6 5
PACCS - - 7 8
. - a 8 16
SPADATS L 19 23 12
NORAD COC (hzst 1 2 6 6
TAC Ftr F-111A (TFX) 5 6 116 233
C-141 Air Transp. 30 8L 68 14
87 16 T 8
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TABLE 19 - FINANCIAL SUMMARY OF RESEARCH AND DEVELOPMENT {Cont'a)
(104, $ Millions)

Prior FY FY b3 4 FY
Years 1962 1063 196k - 1965

OPERATIONAL SYSTEMS DEV. (cont'd)
A;r Force

P g ot R L

Aeronsutical Support Activities - i 81 137 o7

Weather Obs. & Frest (433L) ok 2 2 3 3
Other Operational Sys. Dev. - 33 L 5 9
Sub-Total - 1,719 1,700 1,k 1,185

Defense Agencies - Sub-Total - 193 199 163 o2l
Sub=Total Operational Systems Dev. - 2,637 2,563 2,184 1,810
TOTAL R&D - 6,853 7,615  T,609 7,301
Less Support from Other Approp. - -506 ~511 =475 ~524
TOTAL OBLIGATIONAL AUTHORITY - 6,347 T,104  T,134 6,777
Finencing Adjustments - o793/  «m -185 -55

NEW OBLIGATIONAL AUTHORITY - 5,368 6,993 6,949 6,722

1/ Prior year program data are presented on the basis of comparability
to the program as shown for the FY 1965 budget.

2/ Includes project 505 (2 million in FY 1963 and 6 million in FY 196h).

3/ Includes comparability adjustment of 1,034.7 million.




TABLE 20 - GENEZRAL SUPPORT
(Toa $ Millions)

FY 63 FY 6k FY 65
Tndividual Training and Education

Recruit Training $ 608 $ 757 $ T
Technical Training 1012 1053 1066
Professional Training 225 248 276
Flight Training 639 Y] T66
Other ' 68 k1 ' L87

Total Eeass $3104 $3306

Communicetions - Total $ Bo6 $ 879 $ 8%
Logistic Support - Total $3036 $3167 $31k4s
Military Family Housing - Total $ 693 $ 652 $ 719
Medical Services - Total $ 172 $ 762 $ 8u4s5
Headquarters and Support Services
Headquarters $ 779 $ 929 $ oTh
Weather Service 122 128 137
Air Rescue/Recovery L6 86 120
Construction Support Activities 1hh g2 10k
DEEP FREEZE 20 20 20
Other Support Activities 2218 2347 2633
Total $3329 $325E 39067
National Military Command System - Total $ 69 $ 89 $ 161

Miscellaneous Department-Wide Activities

Contingencies ¢ 1k $ 15 $ 15
Claims 22 19 23
Other 81 88 78
Total § 118 $ 122 § 116
GRAND TOTAL * $1310L $13886 $14785

# Excludes Retired Pay previously included in General Support ab follows:
$1015 . $1229 $1399

NOTE: Detail may not add due to rounding.
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TABLE 21 - FINANCIAL SUMMARY OF CIVIL DEFENSE

(ToA, $ Millions)

Shelter Survey

Shelter Development

Bhelter in Federal Buildings
Shelter Provisions

Warning

Emergency Operztions
Financial Assistance to States
Research and Development
Management

Public Information

Training and Educaticn

TOTAL

FY 62 FY 63 FY 64 FY 65
58.4 9.3 7.8 9.2
175.0

19.8 af 20.0
9C.2 32.7 23.5 Le L
6.8 k.1 b/ 1.5 4.5
19.9 13.0p/ 6.1 15.2
18.9 27.5 31.0 35.7
19.0 11,0 10.0 15.0
12,k 13.6 1 15.0
4.0 k.3 3.8 4,0
2.9 9.9 13.8 18.0
252.3 125.4 111.6 358.0

Includes $2.3 million transferred from OCDM for construction of a

Regional Center,

Excludes $2.2 million transferred to Army for civil defense warning

and communications networks.
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TABIE 22 - DEPARMMENT OF DEFENSE COST REDUCTION PROGRAM
{In Millions of Dollars)

Estimated Savings to be Arnual Savings By FY 1967 From

Realized In: Actions Initiated FY 1662 Thru:
Ff_1963b/ FX_1g6LE/ “FY_1965b/ 53 2 ¥i_1955

A, BUYIRG ONLY WEBAT WE NEED
1. Refining requirements calculations

a. Major items of egquipment 90 293 373 1068, 266 320
b. Initial spares provisioning 163 133 13k 1675/ 1 155
c. Secondary items 481 670 607 481 6208/ 584
4. Technical manusls - - - 6 1 1k
e. Production base facilities 35 13 19 350/ 13 16
f. Technical data and reports - 2 [ - 23 47
2. Increased use of excess invemtory in
lieu of new procurement
a. Equipment and supplies - 16 15 164 28y 394
b. Idle productlon equipment 1 - - 1 T 13
¢. Excess comtractor imventory 18 1 1 18 20 20
3, Eliminating "()}old-plating" (value X
Engineering T2 1 15 T2 116 14
L. Inventory item reduction - - - L3b/ 18/ 3'-51
Total Buying Only What We Need BEG 1,162 1,158 1,093 1,555 1,722
B. BUYING AT THE 1.WEST SOUND PRICE
1. Shift from pon-competitive to com-
petitive procurement
Total % competitive c/ 37.3% 37.1% 38.4% 39.9%
Total amount of savings 237 176 216 237 304 375

2. Shift from CPFT to fixed or
ipcentive price
Total % CPFF 4/

20.7% 19.1% 12.3%
668

Total mmount of savings - - L36 436 573
3. Breakout for direct purchase - - - - 11 2L
Total Buying st Lowest Sound Price 237 176 652 673 BEs 1,067
C. REDUWCING OPERATING COSTS
3. Terminating unnecess. operations 123 310 359 336 479 600
2. Consol. & stand. operations
a. DSA cperating exp. savings I/ 31 38 53 31 30 sk
b. Departmental opr. exp. savings - T 20 1 h 101
3. Increasing efficiency of operations
a. ICA & comm. systems savings 80 129 ho 83v/ 1200/ 66
b. lImprov. trans. & traffic mgmt. 24 12 12 2k 24 2k
¢. JImprov. equip. meint. mgmt. - 28 109 106 191 289
d. Improv. non-combat vehicle mgmt. 2 12 12 3 12 24
e. Reduced use of cont. technicians - g g - 20 27
f. Improv. military housing mgmt. 6 6 B 6 1P 25
g. Improv., real property mgmt. 23 3 g 23 34 38
h. Reduced cost of packaging - 1 1 - 1 T
Total Reducing Operating Costs 5] 555 b1 613 91 1,255
TOTAL PROGRAM 1,386 1,873 2,461 2,379¢/ ;EhauS/ 4 olke/

e/ In addition FY 1962 "requirements” for major items of equipment were reduced by $24 bvillicn. In FY
1963, the Army reduced 1964 pipeline requirements by $500 million.

E/ Includes certain one-time savings not expected to recur in future years.

¢/ FY 1961 vas 32.9%; total annusl conversion from sole source by end FY 1965 of $1.6 billion - savings
are 25% per doller converted.

4/ For the first 9 months of FY 1961, CPFF was 38%; a reduction of $6.7 billfon is required to reduce
that percentage to 12.3%; savings are 10% per dollar converted.

e/ Goals reported to Congress "as estimeted 1/15/63" were FY 1963 - $1,80L million; FY 1964 - 42,689
million; FY 1965 - $3,L44 million.

{_/ Excludes DSA inventory drawdown without replacememt of $234 million in FY 1963; $153 million in
FY 196L; and $82 million in FY 1965, a total of $470 million.
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TARLE 23 - FY 1964 BUDGET PROGRAMG AD HEW OHLIGATIONAL AUTHOAITY

By Appropriation Title
(Millions of Dollars)

1 Continental FIITE . . i
| Strategic Alr and Ganeral and feoerve ! Research ' Military i '
Appropriation Title Retaliatory| Misslla Purpose Sealift . and | and General Retired Civil Aaais- Undis- Total Financing liew Obli.
Forces Defense Forces Forces + Ouard Develop- Support Pay | Defepse taoce : tributed Prograns | Adjust- gotional

Yorces + Forces - mont i ! i (ToA) oDeats Authority

1 7 T ' :

MILITARY PERSONEEL l
tary Fersoonel, Army - 10h.1 2,%.0 7.1 124.6 45,3 1,275.6 - - -, - b,a92.7 -150.0 , b,082.7
Military Perscnnel, Navy 69.9 50.1 1,6h0.6 2.5 9.6 59.5 1,051.9 - - - 1.6 l 2,979.7 -120.0 2,859.7
Military Ferscmmel, Marine Corps 2 T 515.0 . 18.% A 1895.5 - - - 1.1 725.6 Lt 725.6
Military Persconel, Air Force 1,190.3 503.6 .L 348.0 40.0 158.5 1,522 T - - - - | bb3oo -55.0 k,375.0
Reserve Fersounel, Army N - - - - 210.6 - - - - - - 20.6 - 20.6
feserve Fersonnel, Ravy - - - - 95,1 - - - - - - 95.1 - 95.1
Resarve Personnsl, Marine Corps - - - - 0.9 - - - - - - 29.9 - 29.9
Reserve Personnel, Air Force - - - [ ST.T - - - ' - - - 5T.7 - 5T.7
Raticnal Guard Fersoomel, Army - - - -1 213 - - - - - - 251.3 - 251.3
Rational Guard Personnel, Air Force - - - - €1.5 - - - - . - Al.5 - 6L.5
Retired Pay, Defenge - - - - - - - 1,2%.0 - - - 1,209.0 - 1,229.0
TOTAL - Hilitary Persoonel 1,260.4 658.4% 5,455.8 3615 I 969.5 265.0 L,0b0,7 1,225.0 - - 2.7 1&,263.1!/ -325.0 . 13,938.1!f
T

OPEHATION AND MAINTEHRANCE ! :
Operation & Waintenance, Amy - 66.6 1,255.9 17.3 1644 - 1,851.8 - - - - 31,1355.9 - - 1 3,355.9
Operation & Maintenance, Navy 1642 k2.7 1,464.1 10.3 87.5 27.4 1,112,2 - . - .5 2,909. -1 2,909.0
Operation & Maintenance, Marine Corps - - 85.2 - 4.6 - 101.3 - - - - 151.3 - 151.3
Operation & Maintenance, Alr Force 91.8 S61.5 568,3 200.8 52.5 12.7 2,109.1 - - - . k,336.9 . 4,336.9
Operation & Maintepance, Defense Agencies - - - - - - LVTT.T - - - . 7.7 - brT.T
Operstion & Maintenance, Army Mstional Guard - - - - 180.8 - - - - - - 160.8 - 180.8
Operation & Maintenance, Air National Cusrd - - - - 222.7 - - - - - - 22T - e22.7
Hational Board for the Premetiom of Hifle Practice,Army - - - - - - .5 - - - -1 -5 - 5
Claimg, Defense - - - - - - 19.0 - - - - 19.0 . 19.0
Contingencies, Defense - - - - - - 15.0 - - - - 15.0 - 15.0
Salaries & Expenses, Ci. of Military Appeals, Defenss - - - - - - .5 - - - - .5 - .5
TOTAL - Operatics and Maintenance 986.0 670.9 3,373.5 28,5 T152.6 Lo.1 5,687.1 - .5 1n,709.2 - ; 11,709.2
Frocuremant of Equipment and Missiles, Army - 83.7 2,370.5 2.1 95.3 6.1 333.6 - - - - 2,851.4 +39.7 | 2,931.1
Procurement of Aircraft and Missiles, Ravy 589.2 9.0 2,102.5 - 10.3 19.1 Lk.3 - - - - 2, T4 +114.7 i 2,8685.1
Shipbuilding and Conversion, Muvy 688.8 - 1,426.2 - - - 8.2 - - - - 2,123.3 -63.7T | 2,059.6
Other Procurement, Navy 135.7 80.2 T05.2 - 1k.2 R 222.7 . - - - 1,181.6 -6 1,175.2
Procurement, Marine Corps - . 178.7 - 29,2 - 10.5 - - - - 218.5 -16.5 | 202.0
Alrcraft Procurement, Alr Porce 619.9 1o, 7 | 1,387.3 630.7 35.3 7.9 1,001.6 - - - - 3,793.4 L0t 3,385.6
Missile Frocuremeat, Alr Force 2,037.7 b2,5 167.9 - - - 221.3 - - - - 2,u69.4 -327.L | 2,142.0
Other Procurement, Air Porce 147.6 130.8 | 2627 35.0 8.1 1 364 .8 - - - - 955.1 -76.8 8718.3
Procurement, Defenss Agencies - - - - - - 43.2 - - - - 43.3 -1} 43.2
TOTAL - Procurement L,28.9 L56.9 8,581.0 £67.9 192.5 8z.8 2,250.4 - 16,4504 -Thk L | 15,706.0

! -
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TABLE 23 - FY 1964 SUDGET PROGEAMS AKD NBEW QRLIGATIONAL AUTHORITY (cont'd)

By Appeapriation Title
{Millions of bDollars)

] ContInental Ariift
Strategic Alr and General and Reserve Research Hilitary
Appropriation Title I Rataliatory Misaile Purpose Sealift and and Geperal Retired Civil Asatie- Undis- Total Financing| Hew Obli-
Forces Defenze Forces Forces Guard Pavelop- Support Pay Defense tance trivuted| Progrems Ad just- gational
Forces Forces ment, {TOA) ments Authority

RESEARCH, DEVELOPMENT, TEST, AND EVALUATION
Resenrch, Development, Test, and Evaluatlion, Army - 9.6 8.7 - - 1,31b.0 20.% - - - - 1,422.7 -36.6 1,386.1
Resgarch, Developoent, Test, and Evalusticon, Havy 209.6 b4 276.6 - 1.0 1,0L0.4 12.9 . - - - 1,545.0 -b.3 1,540.7
Research, Development, Test, and Evaluation, Alr Force 4B87.8 35.4 233.2 15.0 - 2,208.1 645.8 - - - - 3,625.3 -143.9 3,084
Research, Development, Test, & Eval., Defense Agencles - - - - - 278.4 161.5 - - - - 439.9 - 439.9
Emergency Fund, Defense - - - - - 101.0 - - - - - 101.0 - 101.0

TOTAL - Research, Development, Teet, and Evalustion 7.4 uo. b 588.5 15.0 1.0 L,542.0 8ko.6 - - 7,133.9 L1847 b,949.2
MILITARY CONSTRUCTION

Filitary Construction, Ammy - 25.2 35.5 - - 20.b 129.% - - - - 210.5 -9.9 200.6
Military Construction, Navy 1.7 L.6 5.2 - - 19.0 102.8 - - - - 203,k 4,5 198.9
Military Copstruction, Alr Force 183.7 73.3 32.8 12.2 - ho.g 137.3 - - - - hBo.2 -11.9 68,3
Military Constructiomn, Defense Agencles - - - - - - 25.5 - - - - 2.5 -1.5 24.0
Military Conatruction, Army Aeserve - - - - 6.0 - - - - - - 6.0 -1.5 L.5
Military Coustruction, Naval Aeserve - - - - 7.0 - - - - - - 7.0 -1.0 6.0
Military Comstructlion, Air Force Reserve - - - - 5.0 - - - - - - 5.0 -1.0 b0
Military Construction, Army Naticnal Gusrd - - - - 8.2 - - - - - - 8.2 -2.5 5.7
Military Comstruction, Alr National Guard - - - - 18.0 - - - - - - 18.0 -2.0 16.0
Loran Stations, Defense - - - - - - 20.5 - - - - 20.5 - 20.5
TOTAL « Military Comstructlion 185.4 103.1 143.5 12.2 .2 Bo.4 L15.4 - - - 98k.2 -35.7 948.5

FAMILY HOUSING
Housing, Defense - - - - - - 651.7 - - - - 651.7 -1h.3 637.%

CIVIL DEFENSE
Operntion mand Maintenance, Civil Defense - - - - - - - - T0.3 - - T0.3 - 10.3
Research & Development, Shaelter, & Comstr.,Civil Def. - - - - - - - - L1.3 - - 4).3 - 41.3
TOTAL - Civi) Defense - - - - - - - - 1.6 - - 11.6 - 11.6
MILITARY ASSISTANCE - - - - - - - - - 1,150.0 - 1,150.0 =150.0 1,000.0

GRAND TOTAL

1,318.1 1,538.8 18,142.3 1,305.1 1,959.8 5,410.3 13,835.9 1,229.0 111.6 1,150.0 3.2 52,454 .1 1,561 51,000.0

RECAPTTULATION:

“Departoent of tie Army - 285.2 €,374.6 2.6 1,041.2 1,386.9 3,612.2 - - - - 12,730.6 -160.7 | 12,569.9
Department of the Havy 1,859.3 191.7 8,694 36,8 376.9 1,186.8 2,856.5 . - - 1.2 1h,983.7 -101.7 | 1k,B82.0
Departmeat of the Alr Force 5,458.8 1,451.8 3,258.4 1,27 ski.T 2,45h.2 €,002.6 - - - - 20,k55.2 -1,025.8 19,529.%
Defense Agenciea/OSD - - - - - G4 1,b14.6 1,229.0 - - - 3,023.0 -15.8 3,007.2
Office of Clvil Defense - - - - - - - - 111.6 - - 11.6 . 1.6
Military Assistance . - - - - - - - - 1,150.0 - 1,150.0 -150.0 1,000.0

:/ Includes proposed supplemental appropriation of $1,087.% million.
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TABLE 2% - FY 1955 BUDGET PROGRAMS AND NEW OELIGATI(MAL AUTHORTTY

By Approrriation Title
{Mi1lions of Dollarn)

Continental Alrlife Hew Cbli-
Strategic Air and Ceneral and Reserve HResearch Military gational
Appropriaticn Title Retaliatory Missile Purpose Saalift and and General Retired Civil Assis- Undie- Total Pinancing | Authority
Porcen Detense Forces Forces Guard Develop- Support Pay Defense tancs tributed | Progrems Ad just-
Forces Forcoa mant ments priation)
MILITARY PERSONNEL
raonnel, Army - 102.4 2,746.9 1.3 137.7 52,4 1,258.7 - - - - 4,306.0 -75.0 h,231.0
mﬁ;ury zr-mi, ::Hu 75.3 51.8 1.709.2 21.3 fa# 59.3 1.{:9;:.28 - - - - 3,105.0 -50.0 3,055.0
reonne Corpe B - - - . - . - - - - 7. - B
H.ui‘t:g Personnel, Alr Porce 1,170.7 h&ag 2&2.9 356.0 .5 167.0 1,5?0.0 - - - - k,T 3 -T5.0 i.gg.g
Resarve Personnel, Army - - - - 2h2.9 - - - - - - eha.g - 2.9
Reserve Persomnel, Kavy - - - - 9.2 - - - - - - 9.2 - 9.2
Reserve Persounnel, Marine Corps - - - - 30.9 - - - - - - 30.9 - 30.9
Reserve Porsoonel, Alr Porce - - - - 59.2 - - - - - - 59.2 - 59.2
Batlonal Cuard Perscamel, Arey - - - - 21h.5 - - - - - - 27h.5 - 27h.5
Matiooal Guard Personnel, Alr Force - - - - 69.3 - - - - - B 6.3 - 55.3
Hetired Pay, Defense - - - - - - - 1,3%9.0 - - - 1,399.0 - 1,399.0
Military Fersocnal (W_W_"“) - - - - - - - - - - 172.0 172.0 - 1T72.0
TOTAL - Military Farsonnel 1,248.2 3.8 5,679.1 390.5 1,060.1 280.5 b,097.7 1,399.0 - 14,969.0 «200.0 | 1%,769.0
OFERATION AND MAINTENANCE
raticn nance, Army - 63.0 1,284.9 19.2 186.3 - 1,909.6 - - - - 3,463.0 - 3,463.0
Operstion and Maintenance, Nevy 336 385 1,573.T 10.5 88.5 28,0 1,180.3 - - - - 3,159.0 - 3,159.0
Operation and Maintenance, Marine Corps - - 82.0 - 5.0 - 100.8 - - - - 188.0 - 188.0
Operation and Maintenance, Air Porce Bh2.2 £10.0 629.5 236.2 9.9 13.h 2,177.7 - - - - &, 606.0 - ¥,606.0
Operstion and Maintenance, Defsnese Agencies - - - - - - 517.0 u - - - 511.0 - 517.0
Oparatics and Maintenance, Army Nsticonal Guard - - - - 188.0 - - - - - - 188.0 - 188.0
Oparation and Maintenance, Alr National Cuard - - - - ;6.0 - - - - - - 6.0 - 236.0
Fational Board for the Promction of Rifla Practios,Army| - - - - - - .5 - - - - .5 - .5
Clains, Defsnse - - - - - - 23.0 - - - - 23.0 - 23.0
Contingincias, Defsnse - - - - - - 15.0 - - - - 15.0 - 15.0
Balariss & Bxpenses, Ct. of Military Appeals, Defense - - - - - - -5 - - - - .5 - .5
TOTAL - Operatics and Maintenance 1,081.8 m™.5 3,570.1 25.9 B00.7 i1.b 5,924 .4 - - - - |12,396.0 - | 12,396.0
PROCUREMEST
T TFrocureasnt of Equijsant and Missilss, Army - 1.1 1,600.3 T 4.2 12.8 392.0 - - - - 2,00.0 -302.0 1,779.0
Procurwment of Alreraft and Missiles, Eavy #58.9 1.1 2,143.0 - 11.1 18.1 2.0 - - - - 2,710.3 -19%5.3 2,515.0
Shipbuilding and Conversion, Mavy T10.8 - 1,847.0 1.2 - L5 24,1 - - - - 1,973.6 -7.6 1,966.0
Other Procurement, Navy 1.2 35.8 9.8 - 127 12,4 219.3 - - - - 1,149.2 «91.2 1,058.0
Procuremest, Marine Carpe - - 170.8 - 2.2 - 16,k - - - - 203.h .22,k 181.0
Alreraft Frocurvoent, Alr Force 463.6 831.8 1,508.5 693.7 30.6 9.8 1,165.0 - - - - 3,963.9 -300.0 3,663.0
Mlssile Procurement, Air Porce 1,256 lz.l éag.l - - - £19.9 - - - - 1,804.6 -16k.6 1,730.0
Othar Procurssent, Alr Porce 125.0 13k.0 d 24.9 9.8 28.6 249.6 - - - - Bs2.0 -50.0 Bo2.0
Proouremsnt, Defenss Agencies - - - - - - 62,1 - - - - 62.1 -.1 £2.0
TOTAL - Procurement 2,k53.0 302.9 8,L03.6 Thé .5 k2.6 5.1 2,TIh b - - - 1h,889.2 -1,133.2 13,7T56.0
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By Appropriation Title
{ML1110n8 of Dollars

™

nt inentall Arlift Hew Ob1i.
Appropristion Title Strategic Alr and Ceneral and Reserve Regearch Military gational
Retaliatory | Misaile Purposs | Sealirt and and General Retired Civil Assin. Undia. Total Floancing | Authority
Forces Defense Forces Forces Guard Develop- Support Pay Defense tance tributed | Programs A Just- { Appro-
Forces Forcea oent ments priation}
RESEAACH, DEVELOPMENT, TEST, AND EVALIAT IO
scarch, Development, Test, uatlon, Army - 2.3 2.6 - - 1,30 .1 2h.x - - - - 1,397.0 - 1,397.0
Besearch, Development, Test, and Evaluaticm, Navy &k.8 2,0 2605 - 2.1 1,058.8 13.7 - - - - 1,451.0 - 1,451.0
Reasearch, Development, Test, and Evaluation, Alr Foree 313.2 1.0 32k.9 g.h - 2,081.4 517.1 - - - - 3,260.0 -55.0 3,205.0
Bessarch, Development, Test, & Eval., Defenss Agencies - - - - - 295.8 22h,2 - - - - 519.0 - 519.0
Emargency Fund, Defense - - - - - 150.0 - - - - - 150.0 - 150.0
TOTAL - Research, Development, Teat, & Evaluaticn 3I78.0 18.3 624,0 9.4 2.1 h,966.1 779.1 - - . 6,77T7.0 -55.0 &,722.0
MILTTARY COMSTRUCTION
ary Construction, Army - 55.8 5.7 2.2 - 50.9 223.5 - - - - LoB.o - Lod.0
Military Conatruction, Ravy a.5 3.5 106.3 - - 1.9 127.8 - - - - 28 .0 - 28.0
Miiitary Construction, Air Porce 122.6 20.0 6.5 10.3 - 2.6 159.0 - - - - 506.,0 - k06,0
Military Construction, Defense Agencies - - - - - - b7 . - - - 3.7 .7 34.0
Military Construction, Army Reserve - - - - 5.T - : - - - - - 5.7 -.T 5.0
Military Construction, Naval Ressrve - - - - 7.0 - - - - - - T.0 - T.0
Military Canstruction, Alr Force Heserve - - - - 5.0 - - - - - - 5.0 - 5.0
Military Construction, Army National Guard - - - - 5.0 - - - - - - 6.0 - 6.0
Military Construction, Air Hational Guard - - - - 4.0 - - - - - - 1b.o - k.0
Lovan Stations, Defense - - - - - - 5.0 - - - - 5.0 - 5.0
TOTAL - Military Construction 131.1 9.2 28,5 12,5 37.7 112.4 550.0 - - - 1,169.4 -1.b 1,168.0
FMILY HOUSING
lous ing, Defense - - - - - - Tig. b - - - - g4 Bk 711.0
CIVIL DEFEISE
ration and Msintensnce, Civil Defense - - - - - - - - 92.4 - - 52.4 - 92.4
Rasearch Developant, Shelter, & Construetion,
Civ{l Dofense - - - - - - - - 265.6 - - 265.6 - 265.6
TOTAL - Civil Defense - - - - - - - - 158.0 - - 358.0 - 358.0
MILITARY ASSISTANCE - - - - - - - - - 1,150.0 . 1,150.0 -150.0 1,000.0
GRAND TOTAL
5,330.1 1,755.6 18,5234 1,424.8 2,043.2 5,486.6 | 14,785.1 1,395.0 358.0 1,150.¢ 112.0 52,4%27.9 1,547.9 50,880.0
RECAPTTULATION:
ot of the Army - 250.5 5,737.4 2.3 L,08.2 1,457.7 3,808.5 - - - - 112,372.6 -377-7 | 11,5048
Department of the Navy 1,067.3 139.4 9,157.4 65.0 380.7 1,254.3 3,037.0 - - - - :15,101.6 -366.5 |1k, 735.1
Department of the Alr Farce L,262.9 1,365.7 3,628.5 1,330.5 573.3 2,329.8 6,338.7 - - - - 19,829.1 _68k .6 19,18i.5
Defense Agencies /05D - - - - - Ly .8 1,600.8 1,399.0 - - - 3, b8k .6 -5.1 3,435.5
Office of Civil Defense - - - - - - - . 358.0 - . 358.0 _ 58,0
Hilitary Assiatasce - - - - - - - . - [Liso.e - | 11500 -150.0 | 1,000.0
Proposed for separsts tyansaittal (Undistributed) - - . - - - - - . - 172.9 172.0 . 172.0
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